fl 


NOR TH AMERICAN 


FO. ‘ 
1948 


ELLE Mos. cosccses aT Desecsnseeeeee 


68041. 


; ixé 


e | 
aan | Ty 
— 194% NORTH AMERICAN 


wa lBlep 


V0. Neate. Qagle- v8 Volt eu We 


a. yi wie | 
We Gost - 
| Sermon Vth ena ——a 


————— 


Last Paper ee 


oubiaqle-] Qa. arc. 


References ) Qader Yc Cy. dow We {uns Cnn 


eee wed 
| (Print) 
(How disposed of) pls 
S.| 


ann 


Next Paper 


i to” 


TOP SECRET. 


MIDDLE EAST. 


It will be seen that the United States Ambassador 
and Mr. Marshall have amended the last part of the record 
of the conversation between the Secretary of State and 
Mr. Marshall on December th. The effect of this 
amendment is to exclude any commitment at all on the 
part of Mr. Marshall as regards informing the Soviet 
Government that the Middle East is a vital area for the 
United States. 


I should point out that Mr. Douglas asked for 
amendments of the remarks attributed to Mr. Marshall 
in each of the four parts of the record, and that in 
accepting these amendments I did so in my capacity as 
the drafter of the record. Technically, therefore, 
the minute on the Middle East is a British document. 
In practice, however, it presumably can be regarded as 
an agreed memorandum of the views of the Secretary of 
State and Mr. Marshall. 


7D | 


° 


6th December, 1947. 


Mr. Wrigtt/ C.. fitu , 
Copy for P.S. file. > uur Somes of De. g B. 
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Top secret § {Not to ve enterea_7 | fa 


MIDDLE BAST. 


As arranged, I gave to the United States 
Ambassador today our record of the conversation 
on December kth between the Secretary of State 
and Mr. Marsheil. This record was in four 
parts, corre ing to the four main topics 
raised, of ch one was the Middle East 
Washington talks. 


I did not drew any particular attention 
to that part of the record dealing with the om 
Middle East, except to érawattention te—tte Cnyasiax 
highly secret character. I also said that the 
four parts of the record were communicated to 
the United States Ambassador at his request 
end as a British record. 


Thus the record on the Mi e East is not 
an agreed Anglo-American record Put merely our 
own record of the conversation. 


_(Sd.) P. J. DIXON 
Sth December, 1947. 
Distribution: 


Seeretary of State. 
Private Secretary (for Middle 
Rest file). 
—— My. M. Wright. 
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TOP SECRET London, December 8, 1947 
MICHAEL No. 5 
Dear Loy: 


I quote below a Top Secret Memorandum which 

was originally drafted by Mr. P.J. Dixon, Private | 
Secretary to Mr. Bevin. The underlined portion of the 
final paragraph of the quotation was inserted hater 
by agreement, and the sentence markedoout was dropped. 
When I delivered the corrected draft to Mr. Dixon on 
December 5 he said that he personally, as record-taker 
at the talk, accepted the quoted version asthe 

definitive record. The Secretary has in his file 
the original Memorandum, 


You will find at the end of the Memorandum 


the very restricted distribution which it will receive 
in the British Foreign Office: 


© «© © e © © e (Begin Memorandum) ....s..e-e. 


"(Not to be Entered or Printed) | FINAL 
TOP SECRET. 


MIDDLE EAST, 


During a discussion on December 4th at the United 
States Ambassador's residence between the Secretary of 


State/ 


Mr. Loy W. Henderson, Director 
Offfice of Near Eastern & African Affairs 
Department of State, 

Washington, D.C. 


a 


| 
TOP SECRET ~ 2- L 
MICHAEL No. 5 . December 8, 1947. 


tate and Mr. Marshall, at which Mr. Douglas and I 
aire present, Mr. Marshall said that he wished to raise 
the question of the Washington Middle East conversa- 
tions. 


Mr. Marshall said that he had received endorse- 
ment from the President of the principles and 
recommendations put forward by the United States 
participants in the conversations. 


phe Secretary of State said that the British 
Cabinet had already endorsed the principles and 
recommendations put forward by the British participants 
in the conversations. 


In the course of discussion, Mr. Marshall and 
Mr. Bevin agreed that the position was as follows: 
there was no agreement nor even an understanding 
between the two Governments on the questions which 
had been discussed at Washington; it had merely 
happened that each of the Governments had been present- 
ed by their officials with recommendations which sub- 
stantially coincided. 


The question whether any intimation on the sub ject 
of the Middle Bast should be made to the Russians was 
raised. Mr. Bevin said that he might take an opportun- 
ity of telling Mr. Molotov, as he had done before, 
that the Middle East was a vital area for us, but that 
he thought it preferable not to mention the discussions 
between the United States and the United Kingdom on the 


Middle Hast. Mr. Marshall agreed that the Soviet should 
not be informed, |: - 


{ ~nhot -comm mse 
&&~-s0-any-communteatbton-whteh-méi ght -be -made-te-the- 
Russtans-by-the-Untted-States-Government<- 


(Signed) P.J. Dixon 
4th December, 1947. 
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(Hot to be entered or printed) REVISED 


TOP SECRET 
| MIDDLE BAST 


During a discussion on December &th at the inited 
States Ambassador's residence between the Secretary of 
State and Mr. Marshell, at whieh Mr. Douglas and I were 
present, Mr. Marshall eaid that he wished to raise the 
question of the Waghington Middle Zast conversations. 


Mx. Marehall said that he hed received endorsement 
from the President of the principles and recommendations put 
forward by the United States participants in the conversations. 


The Secretary of State esaid thet the British Cabinet 
hed already endorsed the principles and recommendations 
put forward by the British partieipants in the conversations. 


In the course of discuasion, Mr. Marshell and lir. Bevin 
agreed that the position was as follows: there was no 
agreement nor even an understanding between the two Governments 
on the questions which had been discussed at 4ashingten; it had 
merely happened that each of the Governments hai been presented 4 
pepe officials with recommendations which substantially 
coincided. 


The question whether any intimation on the bubject of 
the Middle Kast should be made to the Russians was raised. 
Mr. Bevin said that he might take an opportunity of telling 
Mr. Molotov, as he had done before, that the Middle Zast 
wes a vital area for us, } that he the orefersb] 
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(Signed) P.J. DIXON. 
kth December, 1947. 


Distribution: 
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Prime Minister 
Minister of Defence 
General Hollis 
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| TOP? SECRET. 


lO 


SECRETARY OF STATE 


Middle East Talks 


I have looked into uery about 
the suggestion that we ould make a 
communication to the Soviet Government. 
It turns out that this suggestion came 
from the American side. They attached 
considerable importance to the Soviet 
Government realising that the Americans 
and we had a definite firm policy and 
understanding in the Middle East as this 
would stop the Russians taking any risks 
there. They quoted the public proclama- 
tion of American policy over Turkey and 
Greece as a good precedent. Mr. Wright 
tells me, however, that he had a talk last 
night with Mr. Hickerson, and that the 
Americans are not pressing for a communica- 
tion to be made urgently to the Soviet 
Government and that this aspect of the 
matter can certainly be left over. 


When you are discussing the Middle 
East Agreement with Mr. Marshall today 
you might perhaps tell him that you are 
against a communication to the Soviet 
Government and so scotch this idea ata 
high level. 

The American objective, which is, I 
think, a good one given the general Soviet 
approach to international questions, could 
be achieved in some less provocative way, 
e.g. by seeing that the American attitude 
became known, e.g. through American speeches 
or authorised press articles, but all this 
could take place at a much later stage. 


—_— 
uth December, 1947. 
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| Minutes. 


TOP SECRET ! | 


| Mr. Hickerson of the State Department 
jhas telephoned to say that word has now beet 
‘received from Washington that the Middle Bast 
| talks and recommendations have now been 
‘approved there at the highest level and that 
‘Mr. Marshall is now ready to speak to the 
\Secretary of State. 


2 It is suggested that the Secretary of 
‘State and Mr. Marshall should merely inform 
|each other verbally that their respective 
Governments have approved the principles and 
recommendations submitted by their represen- 
tatives at the Washington talks and that these 
now therefore represent the policy of their 
Governments. Each would presumably make a 
minute t@ this effect for their own record. 
This would mean that no written agreement, even 

informal, between the two Governments. would 
exist. This is desirable, since in the event 
of leakage, or of rumours that there i's a 
secret treaty or agreement between the United 
States Government and H.M.G. about the Middle 
4ast, it is preferable to be able to Say that 
thefe is none. If there were any formal 
agreement the question might arise of its 
communication to UNO. 


\% If, however, it is felt to be desirable. 

to have something Slightly more formal on : 

record, the Secretary of State Might initial 

nd send to Mr. Marshall a copy of his minute 
ecording their conversation, and Mr. Marshall 
ght send us a copy of his minute. 


° I have been through the record of the 
ashington talks with those concerned. There 
re one or two minor verbal changes which are 
eing communicated to the Americans. Both 
ides left themselves free to do this. 


e There is one major point which now 
equires following up, namely the recommenda- 
ions in paragraph 7. of the United States 
Olicy Memorandum (Annex B) and the 
ecommendations in paragraph 5 (f) of the 
ritish Policy Memorandum (Annex C), to the 
ffect that the determination of the two 
Overnments to assist in preserving in the 
nterest of world peace the security of the 
iddle East should be made evident in a firm 
ut non-provocative manner to the Soviet Union. 


6. Various methods by which this might be 
done were provisionally canvassed, but no more, 
in the course of the Washington talks. The 
alternatives considered were; | 


a) <A direct communication to Stalin by 
the United States and British’ 
Ambassadors in Moscow, acting 
Separately. 


b) / 


Minutes. 


b) Statements on some appropriat 
occasion at UNO, 


c) Conversations by a number of 

American and British represen™. 

tatives abroad with their | 
Soviet colleagues, in which | 
they might express desire for| 
the most friendly relations. 
between their country and the 
Soviet Union and their 
anxiety that some cause of 
friction might arise in the 
Middle East which they knew 
to be an area whose security 
was a vital issue to their 
Governnent. 


dad) Statements, if some opportu- 
nity arose, at the Council of 
Foreign Ministers.(Such 
opportunity is in fact unlikely). 


e) Statements in public speeches 
by Mre.Marshall,and the _ : 
Secretary of State... 


Te On the whole e) appears to be the best | 
method, with a) as a possible but more 
difficult alternative. 


8. The Secretary of State may wish to talk 
this over with Mr. Marshall. 


MA [sno 0+ 


3rd November, 1947+ 


ME ls ueen | 


I have discussed this with Mr. Wright. 


I think (a) is undesirable because our |. 
Ambassadors have the greatest difficulty in | 
seeing Stalin, and a written communication | 
would, in the absence of Molotov and 
Vishinsky, have to go through some compara-— 
tively unimportant vice-commissar of foreign 
affairs. In any case, it might be somewhat 
difficult to phrase a written communication 
So that though firm, it was unprovocative. 


No appropriate occasion seems likely to 
arise at U.N.O., and proposal (c) seems to 
me all together too diffuse. One would not 


/know 


Minutes. 


jek 


know how accurately the communications could 
be reported back. 


My preference would be for oral 
communications by the Foreign Secretary and 
Mr. Marshall to M. Molotov while he is here. 


I understand from Mr. Wright that from 
the point of view of the Middle East and of 
the Americans, statements in public speeches 
would be valuable. I do not see any 
objection to such statements being made as 
well as oral communications to M. Molotov: 
but I think there would be an advantage in 
M. Molotov being spoken to first, and 
perhaps told that such public statements 
would be made. I think, however, that if 
public statements are made, however unpro- 
vocative they may be phrased, they will be 
interpreted as provocative by Soviet 
propaganda, and used to support their 
accusations of war-mongering. 


(SGD. ) C.F.A. WARNER. 


ord December, 1947. 


Both Governments are going to 
carry out @ joint but parallel policies 
in the Middle East and have told each other 
80. This is therefore not an agreement 
and does not require any exchange of 
written documents in order to place it on 
record. 


As regards informing the Soviet 
Government I dislike the idea of any public 
statement. It would be bound to attract 
a great deal of undesirable attention and 
give rise to polemics and accusations of 
“war-mongering", "imperialism" and anglo- 
american “ganging-up", all of which the 
Soviet Government would try to exploit to 
the utmost. I should have hoped that an 
oral communication to Molotov while he is 
still in London would have been possible. 
It would certainly in the circumstances 
be the procedure least likely to give rise 
to unpleasant repercussions. Of course 
there fs] be no joint communication. 

adbadetoe 
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American Embassy 
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TOP_SECRET London, December 9, 1947. 
Us 
(O.(m. 


Dear Michaels 


I have looked into the question you raised 
with regard to the final paragraph of the Memoran- 
dum recording the December 4 conversation on 
Middle Eastern problems. 


I am assured that when Mr. Marshall agreed 
that the Soviets should not be informed he was 
referring only to the fact that the Washington 
talks had taken place; there was and is no imp- 
lication in his words contrary to the substance 
of the Washington talks. 


Most sincerely, 
Michael R. Wright, Esquire, 


Superintending Under-Secretary, 
Eastern Department, . 


Foreign Office, S.W.1l. Paap on tona 
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TOP SECRET ————TTth December, 1947. 


PERSONAL 


Mig eee fe . 
I enclose three copies of each of the 

four letters to the Dominions Prime Ministers 
which the Prime Minister has signed this 
evening. The top copies have been sent under 
a covering letter to the Commonwealth Relations 
Office for onward transmission. .I understand 
that you Will be sending a copy of each of the 
letters to the Commonwealth Relations Office, 


with a covering note of explanation. 


en 
ewe CN 


J.P.E.C. Henniker, Esq., M.C., 
Foreign Office. 


° vem 16 
D 
PERSONAL 
llth Decesber, 1947. 


We have for some time past been disturbed at the 
incalculable and often inconsistent attitude of the 
United States Government towards problems in the Middle 
East snd the Eastern Mediterranean. An example in 

. point was the line taken by the United States delegate 
at. the United Nations Uurganisation over Egypt. 
2e ‘The Secretary of State for Foreign affairs 
accordingly suggested to mr. Marshall, who agreed, 
that it might be helpful to both our Govermaents to 
talk over political, strategic and economic problems 
in tie area at the departaental level, and without 
Commitment at that stage, in order to clarify our 
respective ideas. : 
Se Representatives of the Foreign Ufrice and of the 
Chiefs of Staff went over to Washington in Cetober and 
canvassed the ground with their American opposite 
numbers. The participants on both sides were able 


to ee8@¢6 


- @«- 

fe 
reach virtually identi conclusions on most points 
and a general statenent of policy arising therefron, 
and subiaitted theae to their respective Governments — 
for consideration. Cn our side we have approved 
both the eonelusion and the statement of policy | 
reoommended by our participants. Both the conclusions 
and the similar recomusndations made by the American 
participants have been approved by ir. sarsball, by 
the Agerican liational Security Couneil and by the 
President. We and the Americans are thus in the 
position of having adopted virtually identic and 
parallel policies without having concluded an agreement, 
of any kind. | | 
4. ‘The statement of policy reached by the participants 
in the talks on both aides is that the security of 
the Middis East and of the astern Mediterranean is 
vital to the seourity of the United Kingdom and of the 
United States, and to world peace; that ovither the 
United Kingdow nor the United. States can implement a 
poliey of tunis uature without the support of the other; 


ONG cowce. 


-3- Ig 
and that each country shoulc therevore co-operate with 
the other in the area, each giving the other assistance 
and support and abjuring any sense of rivalry or desire 
for one country to replace the other, 

5. fn the implementation of this policy the United 
atates covernment wil! cdo its best to support and 
strengthen the British strategic, political and 
economic position throughout the .iddle Hast, and will | 
co-operate with ‘is Uajesty's Government in assisting 
the countries of the fiddle “ast along the path of 
social #nd economic reform and progress. In particulsr 
the United  -tates G vernment will support His Majesty's 
Government in maintaining or obtaining the minimum 
Strategic facilities rejuisite in the Middle “ast in 
peacetime and rights of re-entry in wartime. uch 

sup ort would include ‘merican diplomatic sup ort | 
ang support at United ations Organisation for lis 
Majesty's Government in maintaining the necessary 
strategic facilities in Egypt and Cyremaica, and 
Support in maintaining facilities in Img. The 


AMGPICANS .e+6 


mda ied 


Americans tell us ttt they wish to see ‘lis ik jesty's 
Government retain their strategic position in the sudan, 
Gibraltar, Aden and Cyprus. 

6 Throughout the conversations one of our major 
preoccupations was to find out to mat lengths the 
United ctates vovernment might be prepared tomrr:, 

this co-operation and support. For it is clear that if 
the Americans were not prepared to go beyond diplomatic 


SUB, Ort and support at United Nations Urganisation, His 


Majesty's Government might in the went of a major threat 
to peace in the iiddle hast be left ina most difficult _ 
position. 

7. éfter consideration the United ‘tates Government 
has reached the conclusion that the ecurity of the 
Eastern ilediterranean and the kiddle Last, which is 
vital to the security of the ‘inited ctates, would be 
jeopardised if the Soviet Union should succeed in its 
efforts to obtain control of any one of the following 
countries: Italy, Greece, iurkey or Iran. It mist 
therefore be the policy of the United States Government, 


in e#ese% 


oO 
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in accordance with the principles and in the spirit 
of the Charter of the United Nations, to ensure the 
security of the kastern Mediterranean and the Middle 
‘est and in particular to assist in maintaining the 
territorial intevrity and political independence of 
Italy, Greece, “urkey and Iran, In carrying out this 
policy, the United States must be prepared to make 
full use of its political, ecoacmic,and if necessary 
military power in sucn manner as may be found most. 
effective. before resorting to the actusl employment 
of foree, the United States should exhaust political 
anc economic means, including recourse to tne United 
Nations. Any rerort to force would be in consonance 
with the Charter of the United Nations anc, so far as 
nossible, in eco-oreration with like-minded members of 
the United Nations. 
SG At the same tive it wuld be unrealistic for the 
United “tates to undertake to carry out such a policy 
unlese His “sjesty's Covernment milntain their strong 
Sstrategic.ees. 


ay 

- 6< 
strategic, political anc economle position in the 
Middle “ast and “astern Mediterranean and unless His 
Majesty's Government anc the United ‘tates Covernment 
follow parallel policies in that area, 
9 as I have said, both the Americans and ourselves 
decided separateiy and without any agreement to accept 
the statement of policy as set out in paragraphs 4 to 8 
with its implications. _ 
10, we took the opportunity of the presence in London 
of the irine Ministers of Canada and South Africa to 
tell them verbally the gist. of the above. Thoy voth 
expressed satisfaction with the result of the 
conversations, 
ll, As I am sure you will appréciate, it is of high 
importance that complete secrecy siiould be cbserved 
both about the fact and nature of these talks with the 
Americans anc about the decisions reached separately 
by each oi: the two Governments. «e told both 
ur. Mackenzie King anc Fielé | arshal Smuts that on 

tLHOBCs eee 
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these grounds we did not propose to make any frmal 
comminication on the s.bject in writing to any 
Dominion vovernment. But [ am now sending to them 4 
letter on the same lines as this. May I ask you, as 
I am asking them, to treat this letter as strictly 
personal anc op Secret? 

12. Our own feeling is that if the United States 
Government follows in practice the principles which it 
has now adopted, the position of His lia jesty's 
voverrment and of the Commonwealth in the viiddle i ast 
Will be considerably strengthened. I hope that your 
thought will be the same as ours. 

13. I 4 writing in the same terns to the -rime 
Minister of ‘ustralia. 
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‘the ight Honourable Peter <raser, C.H. 


As 


lith December, .9<7 


ey hak (me Ahene sb, 

* 9@ have lor some tine past been disturbed at the 
incalculable snc often inconsi:ctent attitude of the 
United “tate: Government towards problems in the -dddle 
SASL Ang the “astern Mediterranean, An example ia 
point wes the Line taken by the United ‘tates delegate 
At the united iimtions organisation over Esypt. 
ae ‘the ceeretary of “tate for Foreign ‘Affairs 
accordingly sugzested to Lr. Marshall, who agreed, 
that it mixht be helpful to both our Governments to 
talk over political, strategic and econonic problems 
in the area at the departmental level, snd without 
commitment at thet stage, in order to clarify our 
respective ideas, 

Se wvepresentatives of the foreign office and of the 
Chiefs of otaff went over to sashington in October and 
canvas ec the grou.d with their American opposite 
numbers, ‘ihe participants on both sides vere able 

LO acces 
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to reash virtaally identic conclusions on most points 
and A genere. stateaent of policy arising therefroa, 
anu submitted these to thelr respective covernments 
vor consideration. ma cur bide ve hove approved 
both Lhe conclusion aac the statesent of policy 
recomended by our participants. Both the conclusions 
and the olmilar recommendations made by the American 
participants have deen approved by .ir. Marghall, by 
the ‘gerican ‘ational eeurity Couneil and by the 
rresident. ‘e and the Americans are thus in the 
position a: having acopted virtually identie and 
parallel »olictes without having concluded an agreesent 
of any kind, 

4. ‘ihe statesent of policy reached by the participants 
in the talk: on both sides is that he security of 

the sidéle vast aad af the Fastern 4editerranesn is 
vital tc the security of the United Kingdom and of the- 
united ctatec, and to world peace; that neither the 
vaited kingdom nor the United States ci implement ao 
policy of this natare without the suppert of the other; 


and entese 


eK: 


the 
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“tates Goverameat will du ites bert to sim ort and 


rd 
_3- oS 
thet each country should toerefore ec-onerate with 
other in the arse, each giving the other asrletance 
smcort ait abjuring any ceuse ol rivalry or cesire 
one conubry to pcolaee the other, 


la the Llievlenentation of this: noaliey the United 


strengthen the British strategic, politics] and 
economic position thr tivhout the ‘iddle Bast, and will 


co-operate with His “ajusty's Covernmeat in aseisting 


Lie countries of the idcle vast slong the path of 


soclil au. economic reforn and >rogress, 


In part ileular 


che «mited ob.tes SCoverament will support his lajesty's 


caveraniont in maintaining or obteining tie ninioum 
atretegic facilities requirite in the “iddle ‘ast in 
peacetime aki richte of re-entry in wartime. Sueh 
support. would include Ameriean diplomatie support 


Bric 


support at United Nations -rganisation for His 


Majesty's Covernament in maintaining the necessary 
strategic facilities ina Sgypt. and “vrensice, and 
supvort. in maintaining facilities in Iraq. The 


AMAT LOANS so 


ad 
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Americans tell us that they wish to see His Kajesty's 
Covermment retaia their stratevte position in the Sudan, 
Gibraltar, Ge; and Cyprus. 
&  “hroughout the conversations one of our major 
preoecupatione was to find out to what lengths the 
United “tates Government might be prepared to carry 
Gils eomoperation and sunsort. For it is clear that if 
the americans were not preverad to go beyond diplomatie 
support and support at inited Nations Organisation, Hie 
Majesty's Sovernieat ot ght in the event of a major threat 
to peace in the Middle “ast be left in a most diffialt 
position, 
7 After consideration the United tates (overnment 
hae reached the conclusion that the eeurity of the 
hastera caciterranean and 23@ “iddle waet, wiich is 
Vitel to the cemiupity of the United States, would be 
jeopardised if the Soviet Union should s-ecoeed in its 
efforts tu obtain contrel of any one of the following 
countries: Italy, Greece, “urkey or Iran. It must 
therefore be the policy of the imited ‘tates Government 

iN. von 
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in accordance with the principles and in the spirit 
of the charter of the United “ations, to ensure the 
security of the Uastern Mediterranean and the Middle 
‘Ast and in particular to assist in minataining the 
territoriel integrity and political independence of 
Italy, Greece, urkey and Iran. In carrying out this 
policy, the United tates must be prepared to make 
full use of its political, economic, and if necessary 
military power in such manner as mey be found mst 
effective. sefore resorting to the actuei employment 
of force, the United states should exhaust political 
anid economic meang, including recourse to the United 
NACL. Any resort to force would be in consonence 
with the charter of the United Nations and, so far as 
possible, in co-operation with lii:e—ainded members of 
the Jnited Nation... 

8. At the same time it would be unrealistic for the 
United tates to undertaxe to carry out such a policy 
unless His Majesty's Government maintain their strong 


Stratezic cece 
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strategic, political and economic position in the 
wWiddle East and “astern Mediterranean and unless His 
Majesty's Government and the nited “tates Government 
follow parallel policies in that area, 

9. As I have said, both the Americans and ourselves 
decided separately and without any agreement to accept 
the statement of policy as set out in peragraphs 4 to 8 
with its implications. 

10. «e took the opportunity of the presence in London 
of the :rime Ministers of Canada and S.uth Africa to 
tell them verbally the gist of the above. They both 
expresseG satisfaction with the result of the 
conversations. 

ll. As I am sure you will appreciate it is of high 
importaice that complete secrecy should be observed 

_ both about the fact and neture of these talks with the 
Americans anc about the decisions reached separately 

by each of the two Governments. 6 told both 

«ir. Mackenzie King and Field Marshal Smuts that on 


these ceccs 


-@ 


o> we AF 


these grounce we Gld not propose to sake say formal 
communication on Une subjeet in writing to any 
Pominion Cevermmcat, sut [ am now sending to them a 
letter on the seme lines as this, Hay I ask you, as 
i am asking then, to treat tlic letter as strictly 
yersonal and Top ‘eeret? 

12. cur own feeling is that Lf the United States 
Goverment Lollows ia practice the principles whieh 
it. has now adorted, the porition of tis Majesty's 
Goverment and of the Commonwealth in the Middle Tast 
will be considerably strengthened. I hope that your 
thovght will be the same as ours, 

13%. I an writing in the same nc to the Prise 
Minister of New -salanc. 


Ye Ea a as Lrittis L 


The . ight ienourable Joseph Chifley. 
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llth December, 1947. 


y™ Ss f 
Ay bar pf ms Je ie the ned ly 

f when you were in London the Secretary of State 
a Foreign Affairs gave you an account of the Top 
secret talks on the Hiddle ast between the Americans 
and vurselves, which took place recently in vashington. 
He explained that it is of nigh dwportence that 
complete seerccy Should be observed both abuut the 
fact and nature of these talks and about the decisions 
reached separately by each of the tw. Governaents, and 
that on these grounds xe did not propose to make any 
formai communication on the subject in writing to 
any Dominion Government. As, however, there seems 
ty be no uotier way of informing the vrige winisters 
of Australia and New Zealand, I am dvuing so in a 
personal and Top Secret letter. I 


Sf ee @@ 


a es 3) 


am therefore writing tis letter so that you aay 
have an account in the same forma, that is to say in 
the terms of the following paragraphs. May I ask 
you to treat it as strictly personal and Top Secret? 
oe “@ Gave fur sume tlie past been uisturbed at the 
Inealculable and oftes iaconsistent attitude of the 
United states Governmout towarcs »robleus in the 
Middle cast and the tas ern kediterrangan. An 
axencie in polnt was the dine takea by the United 
votates delegates at the United Hations Urganisation 
Over igypt. | 

Se The secretary Of siete fur voreign, Aviaire 
eecorciugly sugzested to ar. Larshall who agreed, 
that it wight be helpful to both our Governaents to 
talk over p-titicai, strategic and economic croblens in 
the area at the ue partnental level, and without 
comUtment st that stuse, in crcor te elerify our 
Pespective iucas.s 


A 
“Se ebee 
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4.  i6presentatives of the Foreign Oirice and of the 
Chiefs of Staff went over to washington in Getober and 
caivassed the ground with their American opposite 
numbers. The participants on both sides were able 

to reach virtually identic conciusions on most points 
and & yeueral stateuent of poilcy arising therefroa, 
ang submitted these to their respective Governments for 
considsrat.on. on our side we have ap. roved both 

the conclusiuns and the statement of policy 
recomended by cur participants. Both the 
conclusions and the similar recomendations aade 

by the American participants have been approved by 

iP. Marshall, by the american National Security 
Council and by the : resident. «¢ and the Apericans 
are thus in the position of having adupted virtually 
identic ang parallel policies without having 
conciuded an agreement of any kind. 

o. ‘The statement of policy reacted by the 
participants in the tal<s on bot: sides is trat tie 
Security of the .iddle Kast anc of the Eastern 


Mediterranean cece 
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Mediterranean is vital to the security of the 
United Kingdom and of the United States, and to 
world peace; that neither the United Kingdom nor 
the United States can implement a policy of this 


S3 


nature without the sup.ort of the other; and that 
each country should therefore cooperate with the 
other in thi area, each giving the other assistance 
and support and abjuring anysense of rivalry or 
desire for one country tormplace the other. 
6. In the implementation of this pulicy the 
United States Government wili co its best to 
Support and strengthen the British strategic, 
political and economic position throughout the 
siiddle ast, and wili co-operate with His iiajesty's 
Government in assisting the countries uf the iiddle 
in=St along the path of sucial and economic refcirm 
and progress. in particular the United States 

ik #pport His idajesty's Government 
in miieting vr obtaining the minimum strategic 

LaciliticS cece 


2¢- ae 
facilities requisite in the Middle sast in 
peace-time and rights of re-entry in wartime. 
Such support would include American diplomatic 
support and support at United Nations Organisation 
for His iiajesty's Government in neinteining the 
necessary strategic facilities in Egypt and 
Cyrenaica, and support in maintaining facilities 
in Irag. The Americans tell us thet they wish 
to see Kis ueajesty's Government retain their 
strategic position in the cudan, Gibraltar, 
Aden and Cyprus. | 
7. Throughout the conversations one of our major 
preoccupations was to find out to what lengths the 
United states Government might oe prepared to 
carry this co-operation and si pport. For it is 
Clear that if the Americans were not prepared to 
go beyond diplomatic support and support at the 
United Nations urganiaation, His Majesty's 
Government might in the event of a major threat 
to peace in the hiddle Zast be left in a most 
diificult position. 8B. wee 


-~6- > s 
8. After consideration the United States 
Government has reached the conclusion that the 
security of the Sastern Mediterrancan and the 
Liddle ast, which is vital to the security of 
the United States, would be jeopardised if the 
2oviet Union should sucesed in ita efforts to 
obtain control of any one of the following 
countries: Italy, Greece, Turkey, or Ipan. 
It mast therefore be the policy of the United 
otates Government, in accordance with the 
principles and in the spirit of the Charter of 
the United Nations, to ensure the security of 
the astern mediterranean and the widdle sast 
and in particular to assist in maintaining the 
territorial integrity and political independence 
of italy, Greece, Turkey ond Iran, In carrying 
out this policy the United states must be 
prepared to make full use of its political, 
economic, and if necessary, military power in 
such manner as may be found most effective. 
Before wee 


-7- ae 
sefore resorting to the actual employment of 
force, the United States should exhaust political 


and economic means, including recourse to the United 


Nations, Any resort to rorce would be in 
consonance with the Charter of the Jnited ‘ationa, 
and, so far as possible, in co-operation with 
like-minded members of the United Nations. 

9. At the seme time it would be unrealistic for 
the Jnited wtates to undertake to carry out such 
a& policy unless His Majesty's Government maintain 
their strong strategic, political and economic 
position in the Middle :ast and .astern 
Mediterrancan and unless His wajesty’s Government 
and the Jnited :tates Government follow parallel 
policies in that area, 


10. ASI have said, both the Americans and ourselves 


heave decided separately and without sny agreenent 
to accept the statement of policy as set out in 
paragrsphs 5 to 9 with its implications. 

ll. ese 
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ll. Our own feeling is that if the United States 
Government follows in practice the principles which 
it has now sdopted, the position of His Majesty's 
Goverment and of the Comnonwealth in the Hiddle 
past will be considerebly strengthened, I hope 
thet your thought will be the sarie as ours, 

12, I am writing in the same terms to the Prime 
Minister of Canada, 


if é » ‘ fe A an f 
we y, Sa R: ead LEU ‘Lt Ef O 
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f 


Field Marshal the | 
Right Hon. J.0. Smuts, O.M., C.H., Fen.s. 


8 


llth December, 1947. 
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Spy wl ha, i f “ue i iT, Sent ly 
+ de ¥hen you were in London the Seoretary of 
State for Foreign Affairs gave you an account 
of the Top Secret talks on the Middle ast 
between the Americans and ourselves, which took 
place recently in sashington. He explained that 
it is of high importance that complete secrecy 
should be observed both about the fact and nature 
of these talks and about the decisions reached 
separately by each of the two Governments, and 
thet on these grounds we did not propose to make 
any formal communication on the subject in writing 
to any Dominion Government. As, however, there 
seeus to be no other way of informing the 
Prime khinisters of Australia and New “ealand, 
I am doing so in » personal and Top Secret letter. 


I Ath eee 


wo £m | | 39 
[am therefore writing this letter 50 thet you my 
have an account in the same form, that is to say in 
the temas of the following paragraphs. ey I ask 
you to treat it as strictly personal and Top coreti 
Ge “e have Lor some time past been disturbed at the 
incalculable and often inconsistent attitude of the | 
United states Government towards problems in the 
Middle cast and the rastern Mediterranenn, An 
exemple in point was the Line taken by the inited 
atates delegates at the United sations Urganisatioa 
over ypte 

Se <The -ecretary of tate for Forsign ffairs 
accordingly suggested to iir. karshall, who sgreed, 
that it might be helpful to both our Govermients to 
talk over political, strategic sad economic problens 
in the area at the departmental level, and vithout 
comultuient at that stage, in order to clarify our 
respective idesa, 


“be eee 
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4 kKepresentatives of the Foreign office and of the 
Chiefs of Staff went over to vashington in october and 
canvassed the ground with their American opposite 
numbers. The participants on both sides were able 
to reach virtually identic conclusions on most points 
and a general statement of policy srising therefrom, 
and submitted these to their respective Covernments 
for consideration, on our side we have approved both 
the conclusions and the statement of policy 
recommended by our participants. oth the 
conclusions and the similar recommendations made 
by the American participants have been approved by 
iy, Marshall, by the American National Security 
Couneil and by the President. We and the Americans 
are thus in the position of having adopted virtually 
identic and parallel policies without having 
concluded an agreement of any kind. 
5. The statement of policy reached by the 
participants in the talks on both sides is that the 
security of the Middle cast and of the sastern 

wedi LErrancan eee 


a ee “} ( 
Mediterranean is vital to the security of the 
Jnited Kingdom and of the United States, and to 
world peace; that neither the Jnited <ingdom nor 
the Inited States can implement a policy of this 
nature without the support of the other; and that 
each country should therefore co-operate with the 
other in the area, each giving the other assistance 
and support and abjuring sny sense of rivalry or 
desire for one country to replace the other, 
6 In the implementation of this policy the 
United states Government will do its best to 
support and strengthen the british str: tegic, 
political sand economic position throughout the 
Middle Last, and will co-operate with His Kajesty's 
covernment in assisting the countrics of the Middle 
Last alony the path of social and economic reform 
and orogress. in particular the Jaited ctates 
Government will support His ka festy's Government 
in maintaining or obtaining the minimum strategic 

facilities .e. 
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facilities requisite in the Jiddle vast in 
poace-time and rights of re-entry in wmrtine, 

uch support would include ‘merlean diplomatic | 
Support and gusport #t Jnited Nations urgrnisation 
ror His dajesty's Governseat in rpiotsining te 
mecessary strategic racllities in egypt and 
oyrentica, and support in painteining tactlities | 
la ipag. The Americans tell us that they wish 

to see His -ajesty's vovernment retrin their 
strategic position in the Judea, Gibralter, 

‘den and cyprus. 

7e “hroughout the converartions one of our major 
prescccupations was to find out to whrt lengths the 
Joited ‘tates Government micht be prenered to 
carry tris co—operation and support. or it is 
Clear that if the ‘mericans were oat srensred to 
go Ocyond diplomatic aupre:t and support «t the 
United Jiations orgenisation, His Ms Jesty'ts 
wOvermcent might in the event of a major threat 
to peace in the iiiddle Jast be left in a most 
agivficult position, 


&. eee 
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8 After consideration the United Jtates 
Government has reached the conclusion that the 
security of the Eastern Mediterranean and the 
Middle iast, which is vital to the security of 
the United States, would be jeopardised if the 
2Oviet Union should succeed in its efforts to 
obtain control of any one of the following 
countries: Italy, Greece, Turkey, or Iran. 
It must therefore be the policy of the United 
utates Governsent, in accordance with the 
principles and in the spirit of the Charter of 
the United Nations, to ensure the security of 
the -astern Mediterranean and the Middle Hast 
and in particuler to assist in maintaining the 
territorial integrity and political independence 
of Italy, Greece, Turkey, and Iran. In carrying 
out this policy the United states must be 
prepared to make full use of its political, 
economic, and if necessary, military power in 
such mannor as may be found most effective. 
SOTOFE ses 


os ee of 4 
Before resorting to the actual employment of 
foree, the United Jtates should exhaust political 
and economic means, including recourse to the United 
Nations, Any resort to foree would be in 
consonance with the charter of the United Nations, 
and, so far as possible, in co-operation with 
like-siinded members of the United Nations, 
9. At the same time it would be unrealistic for 
the United States to undertake to carry out such 
®& policy unless His Lajesty's Government maintain 
their strong strategic, politics] and economic 
position in the widdle sast and astern 
Miediterranean and unless His Majesty's Government 
and the United States Government follow parallel 
poligies in that area. 


10. Asi have said, both the ‘mericans and ourselves 
have decided separately and without any sgreement 
to accept the statement of policy as set out in 
paragraphs 5 to 9 with its implications. 

ll. ees 


| -~ 8 « 4 < 
ll. Our own ieeling is that if the United States 
Government follows in practice the principles which 
it has now adopted, the position of His Majesty's 
Goverment and of the Commonwealth in the Middle 
ast will be considerably strengtrened. I hope 
that your thought will be the same as ours. 
12. I am writing in the same terms to the Prime 
Minister of South Africa, 


Mews OH CHNECKE Cy 


The sight Hon. *.L. Mackenzie King, U.k., CHG. 


& aa 
® ue, 
llth Decegber, 1987. 
TOP _SEORET AND PERSONAL. 


Deer Philip, 
On the Prime Minister’s instructions I 
em sending you copies of letters which the 
Prime Minister is sending to the Prime Ministers | 
of Australie, New Zealand, Gouth Africa and 
Canada, about reeent talks in Washington on the 
Middle East between the Americans and ourselves. 
I should be very grateful if you would 
treet this ae a matter of very special seoresy. 
Yours sincerely, 


(Sd.) ERNEST BEVIN 


The ete Honouradle 
Philip Woel-Baker, M.P. 
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General Hollis. 


(From Mr. Wright) 
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en IG December, 1947. 


Now that the results of the Vastinpten 
talks have been endorsed on each Side, there 
are one or two loose ends which need tying up. 

(a) We assume that the Chiefs of Starr 


will now pursue through their own channels 


the proposal for joint cruises by British and 
American warships in the Persian Gulf. we ah, 
assume that the Admiralty will eee confirm 
through Service channels thet the operation of 
the same saluting system by British and 
American warships in the Gulf, will—begin_at 
Sei. 

In this connexion, the United States 
Embassy here have made to us a Suggestion 


which they have tentatively discussed with 


Admiral Connolly during h4s recent visit here 


to the effect that an American ship should be 
permanently stationed in the Red Sea - Persian 
Gulf area, to be used in normal times for 
Supplying American missions and enterprises, 
Somewhat in the same way as they understand a 
British Ship (? “wild Duck") looks after 
British official Supplies and communications 

in the Persian Gulf. They suggested that it 
would be a Suitable gesture if oecasionally 
these two slips could cruise together, in 
addition to joint cruises by larger units of the 
two fleets. We are a little bit doubtful about 
this idea and shall be glad of Service views 


on it. (b)/ 


aw 
-_ 
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(b) You have probably already set in trai 
the investigation of possible bases in 
South-East Arabia, which you will remember 
was mentioned in the course of the talks. 

(c) How do we stand in the matter of 
providing small arms for Greece from British 


stocks in the Middle East? 
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FOREIGN OFFICE, S.W.ls 
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TOP_SBECRET 


Now that the results of the Washington talks have 
been endorsed on each side, there are one or two loose 
ends which need tying up. 


(a) We assume that the Chiefs of Staff will now 
pursue through their own channels the proposal for joint 
cruises by British and American warships in the Persian 
Gulf. We also assume that the Admiralty will confim 
through Service channels the operation of the same 
saluting system by British and American warships in the 
Gulf. 


In this connexion, the United States Embassy here 
have made to us a suggestion which they have tentatively | 
discussed with Admiral Connolly during his recent visit 
here to the effect that an American ship should be 
permanently stationed in the Red Sea - Persian Gulf area, 
to be used in normal times for supplying American missions 
and enterprises, sanewhat in the same as they 
understand a British ship (? "Wild Duck") looks after 
British official supplies and comnunications in the 
Persian Gulf, They suggested that it would be a 
suitable gesture if occasionally these two ships could 
cruise together, in addition to joint cruises by larger 
units of the two fleets. We are a little bit doubtful 
about this idea and shall be glad of Service views on ite 


(b>) You have probably already set in train the 
investigation of possible bases in South-East Arabia, 
Which you will remember was mentioned in the course of the 
talke. 


Lieutenant-General / (ce) 
Sir Leslie Hollis, K.B.i., C.Be, 


(MR. Wright) 
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Lieut-—General Sir 7 ae as 
-GBesrté Hollis (Dear goa) 
Kee CH RM: I wonder whether you have had 
time to consider further the points 
Cabinet Offices, a ae 
raised in my letter of the 29th December 
(AN. 70/45/G) about one or two loose ends 


from the ‘Washington talks. 


Great George St.- 
s. W. 16 


from Mr.M. R. Wrig | MYUs, 


Me 


‘PORSION OFFICE, 
B, Ye te 


anwlede 


29th January, 1948. 


I wonder whether you have 
head time to consider further the 


pointe raised in letter of the 
29th (ANe a 
one or 1 se ends 


(signed) Michael Wright 


Lieut.-General sir Leslie Hollis, 
Ke-Be Be 9 Ce Be 9 Re Me » 
Cabinet Offioss, 
Great George street. 
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My tcibranek:. 94.037/ 47 . 
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SECRET 


Dear Maries, 


I refer to the paper by the Chiefs of 
Staff CcOS(47)209(0) (Revised) of the 2nd October 
containing a brief for the talks in Washington 
on the subject of the Middle East. In 
paragraph 3 of the covering note it is stated 
that the Foreign Office were preparing a 
general background memorandum putting the 
Middle East in its world perspective and bringing 
out the importance of the role we have played 
there for so long, particularly in two world wars. 


1 J AN is) ‘8 


You will appreciate that this memorandum 
would be of great interest to the Colonial Office, 
and. we would be grateful if you could let us 
have a copy of it. 


Yours sincerely, 


C.W. BAXTER, ESQ., C.M.G., MC. 


octe 
Se — PORBION OFFICE, 3.0.2. | 
; | Ten senuery, 1958 SY 


\ Ae 054s] | 
~~ Sages 


Dear Acheson, 

I enclose 8 copy of car manoraniua on the 
Middle Rest Which you esked for in your letter to 
Baxter 9037/17 of December 30th. 

Youre sincerely, 


(PeBAe <undal. ) 


Ac Be Begs, ColieGe 
eee r > 
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(This telegram is ef particular secrecy and sheuld be... 
retained by the autherised fecipient and net pqpsbé of 


Oy peer /UTP PILES sf 
FROM WASHINGTON TO FOREIGN OFFICE 
lerd Inverchapel D.4.35speme 29th Jamumry 1948 
Ne: 459 : 
29th January 1948 R.10.10. p.m. 29th January 1948 
IMMEDIATE 
DED IP. 


Tep Seeret and persenal. 
Fellewing fer Wright frem Ambassader. 
Middle East talks. 


| Ley Hendersen sent fer Allen this meming te ask him 
te draw my particular attention te a remark made by 

Mr. Marshall at his press cemference yesterday. Mr.Marshall 
had been questioned about an asseciated press repert dated 
lendon, 27th January, which appeared in yesterday's New Yerk 
. Herald Tribune, text ef this repert is contained in my 
immediately fellewing telegram. In reply, Mr. Marshall had 
Said that there was ne plan under which the United States 
and Britain weuld cellaberate te establish a security belt 
in the Middle East te prevent Russiam expansien. This reply 
is published in tedays newspapers. | | 


: 2. Hendersen said that Mr. Marshall and the State 
Department were gravely disturbed about this incident, which 
was cauSing them much embarrassment. Hendersen himself had 
noticed recently an increasing tendency in press reperts 

frem lenden te hint at existence ef an Angle-Amcrican 
understanding regarding the Middle East. He himself had 
already been questioned privately by correspoadeats about ~ 
these reports. The latest associated ss report, with its 
clear attribution to British Govermment sources of statements 
concerning the existence of a joint Anglo-American plan to 
resist Communism in the Middle East and to maintain British-~ 
American supremacy in the Mediterranean was, in State 
Department's view, most regrettable. 


_ S- It was equally regrettable that Mr. Marshall 
Should have been obliged to deay the existence of amy such 
plen, since such denials and the appearance of Anglo-American 
disunity thus created could only weaken our joint position 
in the Middle East. But he clearly could not do otherwise, 


since 


, 


a Owe s7 | 


Since any suggestion that an agreement, or plan, or 
understanding existed, would provoke embarrassing enquiries 
from Congress and the press and possibly even demands not 
only for its publication but for its registration with 
the United Nations. It had been understood between 
Mr. Marshall and Mr. Bevin that no agreement or even 
understanding had been reached as a result of the Middle 
Bast talks, but merely that both Governments had been 

resented with recommendations which substantially coincided 
(see your letter of December 1$th). 


4. The State Department felt strongly that any talk 
whatever about our having a joint programme of action 
in the Middle East was to be deprecated, particularly when, 
as in the case of the associated press despatch, it could 
be twisted to serve the ends of Soviet propaganda against 
AnglosAmerican imperialist designs. This was, abeve all, 
a case fer acts and net words, and the world sheuld be left 
te deduce the identity ef eur pelicies in the Middle East 
solely frem the unfelding ef eur actions there. The. State 
Department were centinuing te take the most stringent 
precautions to safeguard the secrecy of the documents 
relating to the Middle Bast talks, which excepting for the 
economic records, had not been included in any of the State 
Department archives but were kept in Henderson's private 
safe. He assumed that we were teking similar precautions. 
He also asked that we should, if possible, always refrain 
from making any mention ef the Middle East talks in 
documents communicated to the State Department. 


de Meanwhile, Henderson asked that you sheuld be 
informed at ence of the State Department’s concern over this 
latest apparent leakage frem lenden which, he feared, might 
net make it easier fer the State Department te center inte 
further conversatiens with us en the medel ef the Middle 
East talks. (Altheugh he made ne mention at this peint 
ef the prepesals in Fereign Office telegram LOFR. he may well 
have had them in mind). wet e504]? 73]¢ 

oF 


6. I sheuld be grateful fer any information you 
ceuld send me as seen as pessible abeut the genesis ef the 
asseciated press repert, and sheuld naturally welceme any 
reassuring message yeu could autherise us te give te 
Hendersen. In respense te amy enquiries here we shall 
take line that we are in clese and constant teuch with 
State Department en all matters ef cemmen cencern te eur 
twe Gevernments. 


[Cepy sent te Mr. Wright]. 
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TOP SECRET 


Following for Ambassador from Wright. 


Your telegram No.459 / of 29th January; 
Middle East talks 7. 


Please tell Henderson that we are as much 
disturbed as he is at associated Press message. 
Enquiries have been set on f6ot at once and | 
preliminary result is that message has attracted 
no, repeat no, notice here yet nor have News 
Department of Foreign Office received any quéries 
about 4 Os gis | 

2. j# Peper concerned have been treated hefe wit 
with stringent secrecy precautions except for 
economic records and apart from the latter) few 
people know of their existence. It is ineon- 
ceivable to us that any of these persons could 
be concerned in any way with Associated Press 
report. Correspondent who sent it is specially 
assigned to cover extreme left dnd Russian : 
quarters here and is apt to reproduce indescrimi- 
nate ellegations from extreme left of Anglo- 
American cooperation in all siete of fields 
which are constantly being made and have 
naturally increased in light of Secpetary of 
State's last speech in the House of Commons. 


I will telegraph any further results of our 
enquiries. 


3./ 


A 
Lae If any queries are received here 
we shall take the same general line as Mr. 


Marshall. I need hardly say that we deprecate 


as strongly as State Department any talK what— . 


ever about our having joint programme of action 


in the Middle East, the more so in view of the. 


Palestine question. 
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Pollowing for Ambassador from Wrighte 
Your telegram No.459 (of 29th January : Middle East talks_7 
Please tell Henderson that we are as mech disturbed as he 


message has 
attracted no, repeat no, notice here yet nor have News Department 
of Foreign Office recei any queries about it. 


2 Documents concerned have been treated here with 
stringent secrecy precautions except for economic recerds and 


It is inconceivable to us that ef these persons could be 
concerned in any way with Associa Press pt Stoned Correspondent 
who sent it is specially assigned to cover left and 
Russian quarters here and is apt to reproduce indescriminate 
allegations from extreme left of Anglo-American cooperation in 
all sorts of fields which are constantly being made and 

have naturally increased in light of Secretary of State's last 
speech in the House of Gommons. I will telegraph any further 
results of our enquiries. 


Sa» If any queries are received here we shall take the 
same line as Mr. Marshall. fades te deprecate 
as strongly as State Department any talk wha r about our 
having joint programme of action in the Middle East, the more 
so in view of the Palestine questions 
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The Middle East_7. 
Further enquiries which have had to be 
carefully made in order not, repeat not, to 
start fresh speculation show that story was. 
rewritten at the Associated Press desk in London 
On maverial provided by two AP. oorrerpenente 
in London , and was again touched 
York. 


up in New 
Correspondent concerned had not, repeat 
not, ascribed any of his material to British 
overnment sources and chief news editor of 
ssociated Press in London says that this 
ascription had been written in by one of the 
Sub-editors in sontee handling story without any 
posi tation with the correspondent. He said 
that Associated press in terreno, : story 
ere justified in drawing its conclusions in 
egard to an "anti-Communist security system" 
ut admitédd that they had no justification for 
inning such conclusions. on to any Government 
oursee and expressed his regret that this had 


ccurred. and unfair 


(att Aten, 
Ss of this sort of practice wee strongly 


The iprespons ibsey 


pressed on him and he made no attempt to defend 

t- We have unfortunately had several instances 

ecently of this method of rewriting and hardening 
and interpretative 

P by the Associated Press of speculative’ stories 
rom their correspondents and one reason for it 


ppears to be a standing rule at the New York 
) : end/ 


of Seas } e 
end that acsource must be quoted for all materials = 


When we havepotestadin other cases it has 
usually been found that the ascription had 
occurred in New York. 

| an) The story has attracted no, repeat no 
further attention. here. _A8 you have pointed. 
out the issue appears in any case to have been 


most opportuhely confused by .the Chicago hare 
which was easy to kill with one barrel. 


BS) Pdense imposing thermaliumern, 


Fas 


ans sls [c Te 


(This telegram is of particular secrecy and should be | 
_ retained by the authorised recipient and not passed on], 


Cypher/OTP, 
| | rPiiss, 


FROM FOREIGN OFFICE TO WASHINGTON, 


No, 1546. 

2nd February 1948, 
IMMEDIATE. 

TOP SECRET, 

DEDIP. 


D. 9.50 p.m, 2nd February 1948, 


My telegram No.1250 [of January 31st: 
The Middle RastT. 


Following for Ambassador from Wright. 


Further enquiries dg lo have had to be 
carefully made in order not (repeat not) to 
start fresh speculation show that story was rewritten 
at the Associated Press desk in London on material 
jad Soy by two Associated Press correspondents in 
ndon, and was again touched up in New York, 
Correspondent concerned had not (repeat not) ascribed 
aay of his material to British Government sources 
and chief news editor of Associated Press in London 
says that this ascription had been written in by one 
of the sub-editors in London handling prory without 
any consultation with the correspondent, He said that 
Associated Press in compiling “fogs were justified in 
drawing its conclusions in regard to an "anti-Communist 
security system" but admitted that they had no 
"beacon on for pinning such conclusions on to any 
ernment sources and expressed his regret that this 
had occurred. The irresponsibility, danger, and 
unfairness of this sort of practice were nig ba da 
impressed on him and he made no attempt to defend it, 
We have unfortunately had several instances recently 
of this method of rewriting and hardening up by the 
Associated Press of speculative and interpretative 
stories from their correspondents and one reason for 
it appears to be a standing rule at the New York end 
that a source must be aba for all material, When 
we have protested in other cases it has usually been 
found that the ascription had occurred in New York, 


2, The story has attracted no (repeat no) further 
attention here. As you have pointed out the issue 
appears in any case to have been most stb ama 
confused by the Chicago hare which was easy to kill 
with one barrel. 


5. Please inform Henderson, 


- ~ 
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In Clair | POLITICAL DISTRIBUTION . 
FROM WASHINGTON TO FOREIGN OFFICE a 
Lord Inverchapel Ds 2.52 pam. 29th January, 1948 


R. 7.56 pom. 29th January, 1948 
29th January, 1948 


IMMEDIATE © | 
My immediately preceding telegram. 
Following is text of Associated Press report. 


Foreign Secretary Ernest Bevin . 4 begun talks with 
Arab leaders on Middle East problems Wacluding What British 
Government sources said is a programme for an anti-Communist 
security system in the Arab world. They forecast that 
pee and British military strategy eventually would be 
involved. 


The informants expressed belief that Mr. Bevin's 
fear of Soviet ambitions in the Middle East would supersede 
Jéwish-Arab problems in Palestine. They said he is trying ~ 
to set up a bulwark against the effects on the Suez Canal 
of a possible guerilla victory in Greece and on British- 
American supremacy in the Mediterranean. 


The sources said the move is peat of a plan evolved 
by the British Foreign Office and the American State 
Department. 


First step, they said, was revision of the British 
ey arranged earlier this month but not yet 


Current talks with Trans-Jorden leaders represent | 
the second step. Other talks on possible new British 
treaties are rupvited planned with Saudi Arabia and 
fone while a resumption of the ruptured British- 
yptian treaty revision negotiations is Said to be imminent. 


uuu 


Gree * 
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FROM FOREIGN OFFICE 


No, 1546. 

2nd February 1948, 
TUMEDT TE. 

DEDTP. 


My telegram No.1260 [of January 31st; 
the wWidale tastd. e 


Following for Ambassador from Wright, 


Purther enguiries ch have to be 

carefully made in order not (repeat not) to 

start fresh speculation show that story was rewritten 

at the Associated Press desk in London on material 

nt by two Associated Press correspondents in 
mdon, and was again touched up in New York, 

Correspondent cencerned had not (repeat not) ascribed 

any of his material to British Government sources 

and chief news editor of Associsted Press in London 

says that this ascription had been written in by one 

of the sub-ecitors in Lenton handling story without 


ent, t 

Associated Press in compiling st were justified in 

peli its conclusions in regard " 4 
ys 


D, 9.50 p.m, 8nd February 1948, 


unfairness of this sort of practice were strongly % 
ances recently 


n 
we have protested in other cases it has usually been 
found that the ascription hed occurred in New Yo 


2, The story has attracted no (repeat no) further 
attention here. As you have pointed out the issue 


a s in any case to have been most ortunel 
earned by the Chicago hare which waa ay to 12 
with one barrel, —_. 

5. Please inform Henderson, 
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MINISTRY OF DEFENCE, @ FES \S4b 
GREAT GRORGE STREET, 


Joes ic oe | 6A 


19th January, 1948 


Followins discussions which vou and T had with 
Mr. Marshall at the end of last vear, I put in hand a 
Ton Secret enaviry about how we could discuss with the 
Americans ovr mutual Far Bast nrohlems on the model of 
the Middle Bast talks which took nlaece last October. The 
renort by the Chiefs of Steff is attached. 


In the course of examining this vroblem the Chiefs 
of Staff threw their net a little wider and took into 
account the further nossibility of discussing with the 
Americans the situation in Western Rurupe. The Chiefs of 
Statf in fact, feel that discussions on Western Burone are 
really more urgent than talks on the Far Rest. Nevertheless 
they would not, of course, nress their view to the noint of 
ziving the Americans the impression that we do not want to 
nlay on Far Rast auestions. 


The Cniefs of Staffhave instructed their Staffs to 
orenare the necessary briefs for both Western yuropean and 
Harp Rast discussions. These wilJ, of course, be done in 
Close consultation with the Foreion Office. 


I concur generally in the Chiefs of Staff views, and 
if von also acree I think the next, Sten would be for us to 
consider now we shovnld vet the talks SOLinNS again with the 
Americans. I think the orocedure adonted for the Middle 
“ast talks nrovides s useful precedent, put the avestion 
of timine, loration and our representation will require 
further disenssion hetween us. 


| re a 


Lane ane 
: bidet 


Toe Right Honourable Ernest Bevin, M.P. 
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CHIRFS OF STAFF COMMITTEE 
JOINT PLANNING STAFF 
SUBJECTS FOR DISCUSSION WITH THE AMMRICANS 1s 


Report by the Joint Plreming Stiff 


We set out in this report, for the inforuntion of the 
Chiefs of Steff, the various subjects which have now vpeen 
suggested for discussion with the fuicricans and the present 
position on 6sache We will report any further devclopucnts 
as they occur and esk for decisions when required.on such 
things as the tie and place of meetings and whet 
representation the Chiefs of Staff require, 


Be There ere three types of discussion in prospect i- 


(a), Discussion on current topics through the 
nediun of the Joint Staff Mission. 


(b) Discussion on politico-strategic topics in 
which the Forcign Office will presuuably 
play the léacing part. 


(c) More detailed military planning in which the 
Joint Planning Staff will be directly invslivede 


DISCUSSION BY THe JOINT ST.FP MISSION 


Oe There are two subjects which the J int Staff Mission 
will shortly have to discuss with the U.S. Chicfs of Staff .- 


(a) , Missions to Greece. Instructions for the 
‘Joint Staff Mission are ready ani as soon 
“ as the Foreign Secretary ami the Prime:sinistér agree to their 
yet despatch it will. be for the J.SM. to get ' 
Ye" ; - Anerican agrecisent to our proposals Por 
¢ 


| the i i sea of British Missions in 
\w” “er” Greece. 


(b) 


Plans for the protection of British ani UE.» 
interests in South Persia. We are still | 
awaiting detaiis of the U.S. plan for sending 
Marines to South Persia from the Marlianase 
When we recoive these details end a revised 
British plan which is being made by Coamancers= 
in-Chicf,; Micdle Hast, we will put forward 
provosals for an integrated British/U.S. plan 
for the protection of our joint interests in 
South Persia which the J.S.M. can discuss 
with the U.S. Chiefs of Staff. 


a4. In addition to these two subjects there is the 7 
Possibility that the Joint Staff Mission will be require i 
to discuss with the U.S. Chiefs of Staff the question 
of the protgetion of Foreign Nationals in Egypt. The 

present position is that the Commanders-in-Chief, MicuJle 


‘East, have been instructed to discuss these plans with the 


American Service Attaches in Cairo and the result of these 
discussions may be that it will be found profitable «nd 
desirable to try and engage official American aid fron the 
U.S. Chiefs of Staff. 


POLITI€O-STRATEGIC TOPICS 
Far Bast talks 


De As the Chiefs of Staff know it has now been apr :d 
that we should try to get a working agreement on ynolicy 

and strategy in the Far Hest with the Americans, in cxactly 
the sane way as we have’'in the Middle Kast. 


6 We understand that the question of when tuo bring the 
interested Dominions into these discussions is still being 
debated. Whereas it is the opinion of the Chiefs of Staff 
and ‘on the official level inthe Foreign Office that the 
talks should begin with the Americans before any reference 
is made to the Dominions, it is understood that the opposite 
view is held by the Secretary of State for Commonwealth 
Relations. 


However this issue is settled, a brief for discussion 
will be required. We have therefore started to prepare a 
brief, very much on the lines of the brief we provided for 
the Middle East talks*., We are consulting the Foreign Office 
and other interested departuents during its preparation. 


ce Presumably the Foreign Office will be approaching the 
Chiefs of Staff in due course on the question of the time 
and place of these talks and the representation required 
by the Chiefs of Staff. ; 


"Cold War" Plans 


8, Apart from the Far East talks, the Chiecis of Sterr 
have suggested to the Foreign Office thet if . co.prchiensive 
political warfare plan is to be produced it would ‘be uiueh 
wore powerful and effective if agreed with the Ajaerisans 

and put into action in co-operation with then. 


The Foreign Office are now engszed in making 
recoliuendations to Ministers on this subject end will be 
replying to the letter frou the Chiefs of Staff in due 
course. So far as discussions with the Americans on this 
Subject are concerned, the initiative must lie with the 
Foreign Office. 
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MORE DETAILED MILITARY PLANNING 
Middle East detailed talks 


9. We have already approached the American Directors of 

Plans on the question of translating the recently agreed > 
policy for the Middle East into practical plans for its defende, 
We have outlined to them the processes which the Joint Planning 
Staff and the Joint Intelligence Sub-Committee are going 

through in order to obtain a reasoned estimate of the scale 

of attack on Middle East and the requirements for its defence. 
We have asked for the comments of the American Directors of 
Plans on this procedure, Up to date we have received an interim 
reply only, in which the American Directors of Plans welcome the 
approach, but add that pressure of more urgent work prevents them 


from giving us full comments at present. 


10. We have reason to think that there may be a divergence of 
view between ourselves and the Americans about the date which 
Should be taken for the possible outbreak of war. The 
Americans appear to be planning on a date of 1955 which is 
earlier than the target usually accepted in this country of 
1956-1960, The Joint Intelligence Sub-Committee are, however, 
at the moment in process of reviewing the chances of war before 
1956 and when their report has been approved by the Chicfs of 
Staff it will be desirable to try and get the agreement of the 
American Chiefs of Staff also, since we must clearly have an 
agreed date for the outbreak of war as.a basis for all our 
studies, 


di, In the meantime, we have set in hand the preparation of an 


estimate of a scale of attack on the Middle East based mainly 
on logistic factors, This estimate can be produced in the 
comparatively near future and will serve as a basis for 
discussion with the Americans if they wish to begin talks with 
us before the J.I.C. have completed their world wide studies of 
Russian strategic intentions. 


_ 12, As soon as we have the further and fuller coments of the 


émerican Directors of Plans we will report again to the Chiefs 


of Staff, and we may then be able to ask for directions on the 
time and place of our mectings. 


J ; WESTERN EUROPEAN SECURITY 


13. The Foreign Office have suggested, ahd the Chiefs of Staff 
have agreed, that it would be to our advantage to negotiate 
treatics of alliance with Belgium and Holland, on the lines 
of the Treaty of Dunkirk already concluded with France. Having 
establiskcd this hard core of a “estern European region of 
defence we should consider how best to associate it with the 
many non-Communist statcs notably Scandincvia and Italy. 


14, Tho Forcign Offico have suggested that they should broach 
the. question of Wostcrn Europcan Security with the Americans 
a6 soon as possible, We might therefore put in hand the 
preparations of a military brief for talks on Western Europe 
on the same lines as our Middle East brief, | 
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| CONCLUSION 


15. When discussions with the Americans on the Far East and 
Middle East have been completed and when similar talks take 
place on Western Europe, we shall have covered the whole World 
with the exception of the American Continent in comprehensive 
strategic and political surveys. It may well be that at that 
stage it will be desirable and possible to produce one complete 
world-wide BunYGy on which to base co-ordinated strategic plans 
for war. 


Ministry of Defence, S.W.1, 
15th January, 194.8, 
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Tele of Wight. 
23 January, 1948 


Dear Albert, 
Thank you for your letter of the 19th January. 


X hope in the @iveussions on the Par Rast the 
net will not be thrown wider. The purpose of 
reising the Par East at this time, if other matters 
can be settled in conjunction with the Domintone, 
was to let America see that we were interested and 
not solely with Western Burope. As you know, 
Weatern Rurope is being raised separately at this 
present moment, but I do not think the two things 
ought to go together. 


Por the rest, as you know, J am waiting for 
other developments in connection with the Dominions 
vefore I can take eny further step. 


Yours sincerely. 


(Sd.) CRicsT SEVIN 


The Right Hon. A. VY. Alexander. M.P. 


fei: 


Tele of Wight. 
83 Jenuary, 1948 


Dear Albert, 
Thank you for your letter of the 10th January. 


T have in ‘a ae ae 
aoe ee eee ee Sane weeee ee tf otner 
veising the Par Baet at this time, if mee stag 


For the rest, ae you know, X am waiting for 
other develogmente in connection with the Dominions 
‘Before I can take any further step. 


The Right Hom. A. V. Alexander. #.>. 
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Attached ar€copies of the letters to 
the Dominion Prime Ministers (AN46/a). 


2e The fears of Mr. Fraser (and apparently 
of Dr. Evatt) appear to arise mainly from 
misapprehension. The ‘decision that the 
Middle East is vital to the security of the 
United Kingdom is not a neW one. The 
principle result of the Washington talks is 
that for the first time American policy has 
crystalised on the line of Supporting British 
policy. It is not the Americans who have 
altered our policy, but we who have secured 
American support for our position. 


De At the same time it is clearly unsatis— 
factory that policy on matters of such 
complexity and importance should be discussed 
by letter. I wonder whether it would be 

worth while for someone to visit Australia 

and New Zealand to explain the whole background 
Of Middle Kast policy more clearly. There is 
the added argument that we wish to be Sure of 
Support from other Commonwealth Governments for 
au.K. trusteeship for Cyrenaica. The issues 
involved may again be diffieult to explain 
adequately by letter or telegram. 


Msn hh 


20th January, 1948. 
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Secre y of State 


Flag A I submit a revised draft reply to the letter 
from Sir Patrick Daff, the United Kingdom High 
Commissioner in New Zealand, reporting the reactions 

Flag B of Mr. Fraser to the Prime Minister's letter of 
December 11th about our recent Middle East talks 
with the Americans. 


Flag C 2. You approved an earlier draft reply, except for 
one passage, which Mr. Wright has now polished up 
(paragraph 3). Commonwealth Relations Office have 
8180 made a number of minor alterations and have 
added a new paragraph (4) in reply to Mr. Fraser's 
complaint about lack of cooperation. They have 
also recast the form of the reply, in view of the 
fact that Mr. Fraser did not write directly to 


Mr. Attlee but conveyed his message through Sir P.Duff 
to Sir Kric Machtig. 


3. Sir Eric Machtig has seen and approved this 
draft. 


hare 


February, 1948. 
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TOP SECRET AND PERSONAL Dp 


Alternative beginning to paragraph 4. 

oO of tin, Medble Cunt 
f- 2 The importance/in terms of Commonwealth 
communications, oil, and overall strategic 
considerations has been borne in upon us by two 
wars Unfortunately 

prllig. Laut 

our position "pheno has become increasingly 
difficult for a number of reasons, and among the 
contributing factors was our uncertainty about 
American policy there especially in the light of 
their attitude at UNO over Egypt and Palestine. 
The result of the Washington talks is not that: 
we have changed our views to Support the 
Americans, but that the Americans have come to 
Support our general approach to the problems of 
the area(with the exception of Palestine), we 
now hope for general American cooperation in 
Support of our cine “theoe/ Thich ke in no sense 
imperialistic but are confined to cultivating the 
friendship of the Middle East countries, assisting 
them in social development, and endeavouring to 
retain, side by side with their friendship, such 


strategic facilities as our safety and theirs 


= po 2 tigi "if necessary by military 
[pavagraph7_of-my letter of the 

14th December is only a recognition of the fact 
sehat, in the last resort, if there were a vital 
hreat to the general peace, American military 
acking is necessary, as we have seen in two wars, 
nd the upshot is that the risk of our being left 
solated and in the lurch by the Americans is 
reatly diminished. Unfortunately the resentment 
of/ 


of the Middle East countries over the Assembl 
decision for partition of Palestine, and over 
pabom ‘policy in the matter,is very. strong ; 
and unless extremely carefully handled may 
have very grave effecta on our desire for 
friendship with Middle East countries, Pput 


that is an added reason for clearing up . 


ye 
misunderstandings and avoiding deweidiinent's 
on other points, as—weid. 


we=ewew - - -- 


Gp.685 


(38654) Wt.14696/147 75,000 6/47 A.& E.W.Ltd 


Draft. Letter 


The Rt. Hon. Peter 
Fraser, C.H., 
Prime Minister of 
New Zealand 


from 


Prime Minister 


January 1948 


TOF SECRET & PERSONAL 7@ 


My dear Prime Minister, 

I have received from Sir Patrick Duff 
an account of the messages that you sent to him 
for me through Mr McInto@h early this month, 
arising out of my Bop Secret and personal letter 
to you of the 11th December last. 
Ze first let me say how very sorry I am to 
hear of your illness, and that I hope you will 
make a speedy recovery. We can ill afford to 
have you unwell at this vital time. 
Je ° I am also sorry that there seems to have 
been a misapprehension of the purport of my 
letter of the 11th December. 


Re Such difficulties as we have had concern- 


ing American policy in the Security Council and’ 
elsewhere, for instance the American attitude 

towards Paleeyine, have now, I/am happy to day, 
been cleared up. We now know/each other's policy, | 
and we feel that it real trouble were to arise 
we should have America wiZh us from the start. 
You will, I am sure, u 


our ebsd 
allow ~#he~wWex 


ferstand that we must not 


a to become isolated 
There is nothing nef in the thesis that the Middle 
Kast is an area vAtal to our security, nor is 
this a developmént of an imperialistic kind, 
except in the/sense in which that word is ‘common- 
ly tendered/by the Communists. It is not the 


Americans/who have changed our policy, but we 


| 


who have secured American support for our posit—- — 


ion. The phrase "if necessary by military power" 
in péragraph 7: of my letter of the 11th December 
iva recognition of the fact that in the last 
esort, when there is a vital threat to the 
general 


as 


general peace, Ameyican military backing is neces 


sary, 28 we ha seen in two wars. But the phrase 
was not intehded to imply any definite military 
wither on our part or that of the 
Ameri ans, 
Be Wailer earn’ to Greece, I understand from | 
Sir gas iek Duff that you do not feel happy about 
our policy in that country. That is to say, you | 
fear; that we are being led on by the Americans 
into a situation in which our troops might get . 
engaged; that. the Americans, having no troops 
there, would leave us to face the consequences; 


and that this would be in support of a Greek 


Government that is worthless and reactionary, ‘I | 
hane-dkat what ‘I have said in paragraph-—above ~ 
should serve to allay your fears that the ~mertean 
would fail to support us. | , 
wo (We do not think that the true character of 
those who are in rebellion against the present 


Greek Government is always fully realised. It is 


apt to be thought that the rebels are democratic-— 
ally minded people driven into insurrection by 
repression; and that, if the Greek Government mare 
could be persuaded into adopting a more liberal 
policy, the trouble would cure itself. t-am afraid 
that ‘all our information shows that this is not 
the case. The nucleus of the band of men led by 
"General" Marcos is the irreconcilable remnant of 
E.L.A.S. that refused to lay down arms when E.L.A.3 
signed the Varkiza agreement. This nucleus has 
been increased from terrorised villagers by press 
gang methods, which do not stop short of murder, 
The total number of Marcos' guerilla fighters does 
ot amount to more than some 20,000. They are not 
interested in democracy, but in promoting 1yaless- 
ess as a prelude to the establishment of a communi st 


state 


IN THIS MARGIN. 
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NOTHING TO BE WRITTEN 


Registry 


Top Secret. 
‘Secret. 
Confidential. 
Restricted. 


Open. 


Je 


| E.L.A.S. was in process of formation and under 


‘early portion of his speech in the House of 


state controlled from Moscow. Meanwhile ft 


depredations have laid waste large parts of 
the most productive areas of Greece, and have 
resulted in some 500,000 inhabitants being 
evicted from their homes and forced to become 
refugees. 

This is no new movement springing 
purely from opposition to the present: Greek 


régime. For several years before the liberation 


communist control. Throughout the enemy occup- 
ation we were obliged to work with it and arm 
it, in order to harass the Germans, though we 
were already aware of the risk that these arms 
might be used eventually to impose communism 
ou Greeon. Tt is significant that the retreati 
Germans bequeathed further arms to E.L.A.Sey 
rightly calculating that they would be used 
against us. | 

8. You will have seen the references to 


Greece that the Foreign Secretary made in the 


Commons on the 22nd January last. We feel that 
we must face frankly a potentially dangerous 
situation in that country, and Mr Marshall 
shares this opinion. Moreover a study of other 
speeches made in the Horeign affairs debate 
shows that there is almost complete agreement 
among BuktkedxKingdem members of the United 
Kingdom Parliament that the Greek situation 
is dangerous and calls for a firm policy. 

9 I might also draw attemtion to an 
account, recoréed in the "Times" of the 23rd 
January, of a meeting in Athens between Mr 
Raymond Blackburn M.P. (Labour) and Mr 
Patsantsis and Mr Kalomeris, secretary-general 


and 


and secregarg of the Greek Confedemation of 

Labour. They all agreed "that the present Greek 
Government, far from being Fascist, has in fact 
failed until recently, and to some extent is failing 
now, to intern active Communists, who are as much 

a menace to Greek freedom as the active Fascists 
were in 1940. The only difference is that they 
represent a more numerous fifth column," U 

10. I trust tshexefmre that these further 
explanatory comments will help you to understand 
the position we have found it-necessary to adopt. 
The miaeeure from the other side of the Iron 

Curtain is increasing, and it behoves us all to 

take stock of the increasingly ugly potentialit- 
ee to assure. you-—that- siejenlue 36a ° 
assessment of the situation, and i hope you will 


let me know how you view it in the light of my 


two letters, 


‘/. be bat Jen gay -ahhartet G% Gu 
Pim nr Mn Pep Par v rmet aaa 


arrow \__—- > ( be | 
py Wight + OM 
3 10, Botoning Street, 


RY Whitehall. & 
és 18 January, 1948, 


ANSS6 
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The Prime Minister has asked me to send you for 


TOP SECRET 


your information the enclosed copy of a letter from 
Sir Patrick Duff, the United Kingdom High Commissioner 
in New Zealand, reporting the reactions of Mr. Fraser 
to the Prime Minister's letter of December 11 about our 
recent Middle East talks with the Americans. He would 
be glad if you would show this to the Foreign Secretary 
on his return. 
I am writing in similar terms to Machtig. 
fm Kh 
Jnr Laken Gain 


Sir Orme Sargent, K.C.B., K.C.M.G., 
Foreign Office. 


10, Downing Street, 


Whitehall. SD 


18 January, 1948, 


I am writing to thank you for your letter of 
January 9 sbout Mr. Fraser's reactions to ay letter 
| of December 11. It is most helpful to be gives the | 
background so fully. | 
1 am sending copies of your letter to the 
Foreign Secretary and to the Seeretary of State for 
Commonwealth Relations. 


Sed. C.R. ATTLEE. 


Sir Patrick Duff, K.C.Byf %.C.¥.0. 


mty sr 


BHaiAty d EL pon gf 
Psed jad 7: 


Office of the High Commissio ur 
for the United Kingdom, 
WELLINGTON, N.2Z. 


PHRSON § ° 
9th January, 1948. 


My dear Prime Minister, 


Mr. Fraser is convalescing from his recent 
attack of pneumonia, but is not well enough at the present 
moment to undertake official duties. He asks me to 
let you know that he has just recently seen your Top Secret 
and Personal memorandum, dated December 11th and intends to 
let you have his considered comments as soon as he is well 
enough to give them. He is, I might say, concerned over 
the implication of the policies ennumerated in the document, 
and has requested that I should let you know that it should 
jnot be assumed that the New Zealand Government agrees with 
‘or acquiesces in the steps which it is proposed to take. 
lHe feels also that there has been a lack of prior consultation 
on a matter which cannot fail directly to concern New Zealand, 


The above is the message in the form in which I 
was asked to give it to you, I did not have it straight from 
Mr, Fraser who is in bed, but from Mr. NeIatosh, the Secretary 
of the Department of External Affairs, At the risk of being 
a bit lengthy, I think that I should give you a bit of the 
background of lir. Fraser's message as it emerged in my talk 
with Mr, McIntosh. 


Mr, Fraser is habitually uncomfortable about our 
policy in Greece, He feels that he personally has some 
special expertise about Greece from the fact of the New 
Zealand Division and, I think, he himself once having been 
there, He feels that we have always disregarded his advice, 
@eg.- on the occasion wher he urged that the Greek elections 
should be postponed. He still thinks that we were wrong in 
allowing the elections then: and anyhow they resulted in the 
wrong government, a re-actionary government of the Right being 
returned, (Mr. Fraser is not sufficiently impressed, as 
Mr. MeIntosh obgserved,. by the fact that, whatever the nature 
of the Greek Government, it was returned by a majority of the 
people at elections conducted under conditions which satisfied 
the joint Observer Missions: or that violence is traditional 
in Greek politics and that the only alternative to a government 
of the Right is communism. This is in spite of our having 
pointed out these and other relevant matters in two very 
good documents of November 19)6,) Suffice it to say 
that without having any specific issue on which he can 
a complaint, mr, Fraser feels generally out of sympathy with 
our policy in Greece, and suspicious of our motives, Your 
letter describing our understanding with the United States 
and our general agreement with them in relation to Greece 
among other countries has caused him,for this ae well as 
for other reasons, the greatest misgiving. This is 
especially so in respect of a phrase ..... "if necessary 
military power" which, by a coincidence of time, Mr. Fraser 


THE RIGHT HONOURABLE 
THE PRIME MINISTER, 
40 DOWNING STREET, 


LONDOM, 


af 


fand the 
Middle Hast 
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-has read in conjunction with a rather disturbing telegram 


reaching him yesterday, containing the Greek Government's 
report on concentrations of Albanian and Bulgarian divisions 
on their frontier. He conceives that “those blasted 
Americans are leading us down the garden path". This would 
not be the first time. They have no troops there, Britain 
has, Our forces might get engaged: and we should then 
learn from the United States that they had never actually 
meant that they would themselves intervene by military 

action, It is no consolation whatever to Mr, Fraser to 

be told that Mr, McKenzie King and Field Marshall Smuts 

had been told about the general alignment of policy between 
the United States and Great Britain in Europe/and that these 
two had agreed, They might well do so, because Canada and 
South Africa were always at pains to make it plain that, 

when Britain was engaged in war they used their own discretion 
whether they joined her or not. With New Zealand it is 
totally different, When Britain engages in war New Zealand 
regards herself as automatically engaged also, Thus, from 
your letter Mr, Fraser sees the United Kingdom having agreed 
to a policy with the United States of America which not only 
fills him with misgiving but which directly and intimately 
affects New Zealand: and yet she has had no say in the matter 
beforehand at all. (N.B. I reminded Mr. McIntosh that 

at the time,Mr., Fraser was given the advice regarding the 
joint talks which was contained in Top Secret Circular No, 106 
of October 15th, 1947.) 


Apart f¥om Greece, the situation described 
in your letter smacks, in Mr. Fraser's eyes, of “Power 
Politics". In essence, he would argue, it gives substance 
to the Russian contention that in various pivotal parts of 
the world the United States and Great Britain are "ganging 
up against them", . . 


I observed to Mr. McIntosh that we were faced 
with an eternal dilemma, If we were to see the threat of 
war demonstrably coming nearer and our defences being 
whittled away, and’ if we just let things drift, all history 
would blame us for the culpable neglect which ted to the 
ensuing disasters. If on the other hand, we take such 
precautions as are available, we are decried as "war mongers" 
by our enemies and looked upon askance by our friends, 

Mr. McIntosh's response was to the effect that whatever 
arguments there might be for the principle of United 
States-United Kingdom collaboration as described in the letter 
to Mr. Fraser,the United States would be sure to"run out on 
us"in practice, At the same time he did not demur to 

my contention that we must seek to engage American 
responsibility in Burope and the Middle East, with whose 
problems Britain could not be expected to cope singlie—handed; 
or that, to say that we should not seek their collaboration 
because when it came to "push of pike" they would let us 

down, was in the first place a policy of despair and, in the 
second, a pretty ungenerous recognition of the part they had 
played in the last war, 


Mr. McIntosh mentioned that Dr. Evatt had 
been speaking to him on the telephone on other matters, and 


/had 


; Bs 


adverted = though his terms were so guarded that this 

was not quite clear - to your similar letter to Mr. Chifley. 
Dr. Evatt seemed much concerned, in the same way as is 

Mr. Fraser and had said that the two of them must have a 
discussion. Mr. McIntosh opined accordingly that as 

soon as Mr. Fraser is better there will be talks between 
New Zealand and Australia and that we must expect a 

rather vehement reaction to your letter, 


Though Mr, McIntosh himself, I think, sees 
the foreign scene more objectively than Mr. Fraser, he 
hardly felt at liberty at this talk to do more than 
represent the bald outline of Mr. Fraser's first re-actions 
to your letter, It is,I feel, relevant to mention 
that in all matters where the U.S.A. is concerned 
New Zealanders generally, from the Prime Minister downwards, 
are apt to adopt a suspicious and, to my thinking, a 
very unrealistic and ungrateful attitude, 


I am sorry to have been so lengthy in 
trying to depict the train of thought which prompts 
Mr. Fraser's preliminary message to you given in my 
first paragraph. One more thing perhaps I should tell 
you. Mr. Fraser's health in the last two or three 
weeks has been causing his friends some concern, 
Before Christmas he was suffering, as he often does, from 
swollen veins and had penicillin freatment for boils on 
them. He took too little care of himself immediately 
thereafter, with the result that he got a touch of pneumonia 
and was whisked off into hospital where he had to stay 
during Mr, Chifley’s visit to New Zealand, I had written 
him a little note wishing him a happy New Year and offering 
to come and have a gossip with him any time, and he called 
me up to the hospital a week or eo ago, I thought him 
looking much better than usual and uncommonly bobbish. 


However, only a few daye after getting home he ran an 


alarming temperature suddenly, two nights AZO. So 
it looks as if he is by no means quite well again yet. 


Yours very sincerely, 


Alper \ 
. |. 10 Downing. Street, were 
White 


sve fans i) gb 
a 6th February, 1948 
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In “a sgl of the 30th J 
paragra: u said that you w re deat itg 
pare: “al h Sir Patrick Duff's atten? 
to the r about Middle East, 
atevaniicee ae ge a copy was enclosed 
in Francis Graham-Harrison's letter to 
Machtig of the 18th Janmary. 


I wonder whether you are yet in a 
ition to Prony sks & draft letter to 
Fraser for the Prime Minister's 
consideration, I understand that. this w 
the action which the Prime gina navead 
with the Foreign Secretary on 
26th Jana ate 


sending a of this letter 
to Robesta’ at the Forelen Office. | 


(Sed.) J.L. PUMPHREY 


me Hon. FE. Cumning—Bruc 
ommonwealth | Relations Office. 


.) 
-DRAPq  SEMI-OFFICIAL 
—LETTER.__ 
SIR PATRICK DUFF; K.C.B.,K.C.V.0. 
WELLINGTON, 
NEW ZEALAND. 
wo Z 


a. 


| Commonweal th Relations Office, 


Downing Street. 


‘Feb ruary ’ 1948. 
TOP SECRET AND PERSONAL. : 
eds "Thank you for your Letter 
| of 9th January, shout” | 
Mr. Fraserts message to 
_— Attlee, about the Widdle 
East. The Prime Minister has 
already thanked you. for your 
letter to him of ‘the same date. 
2. We are naturally alk very : 
concerned here about x 
Mr. Fraser's health, and the 
prime Minister would particularly 
like you “to let ur. Fraser | 
know how sorry he was to hear ‘ee 
his iliness and how much he 
hopes that Mr. Fraser wild ey 
make a speedy recovery. i sie 
36 . As regards ur. Fraser's 
misgivings ‘about ‘the Middle. 
ant, there is, of course, no 
question whatever of New 
Zealand being committed. i 
any decision reached by the 
Government in London. The 3 
Prime Minister would be glad” it 
you could take a suitable 
opportunity of pointing out! : 
that ‘the Amportance of the 3 
Widdle East in terms of . 


Commonwealth ‘communications, 


oil, sad” overall steetenie considerations 


has Sie borne in upon us my, two wars. 


Unfortunately our position in the Middle 

ma has become increasingly difficult 

for a number of reasons, and among the 

contributing factors was our un- 

certainty about American policy there 

especially in ‘the light of their 

attitude at U. N. 0. over Egypt and 

Palestine. The result of the 

Washington talks is not that we 

have changed our views to support the . an 2 erry ae 


Americans, but that the Americans 


sa — 
kea=« 


have come to support our general 
| approach to the problems of the 
aveas(with the exception of 
| Palestine). We now hope for 
general American co-operation 
in support of our aims in the 
Middle East which are ia no 
sense imperialistic but are 
confined to cultivating the 
friendship of the Middle East 
countries, assisting them in 
social development, and 
endeavouring to retain, 
side by side with their — 
‘friendship, such strategic 
facilities as our safety and 
theirs Seaveees. The phrase 
"if necessary by military power® — 
which Mr. Fraser quoted 6 You 
from Mr. Attlee's letter of the 
. llth December is only a 
recognition of the faci that, 
in the last resort, if there 
were a vital threat to the | 


f-eneral peace, American. 


military backing is necessary, AD 
have seen in two wars, and ‘the upshot 
is.that the risk of our being left 
isolated arid in the lurch by the 
Americans is greatly diminished. 


Unfortunately the resentment of best 


Middle East countries over the 
Assembly decision for partition. Se 
Palestine, and over U.5. policy in 

the matter, is very strong; and 
unless extremely cadets handled may 
have very grave effects on our 

desire for friendship with Widdle 


East countries. But that is an 


added reason for clearing up mis- 


_ understandings and avoiding 


divergencies on other points. 

4. As regards Mr. Fraser's feeling 
that there has been a lack of prior | 
consultation on a natter affecting 
New Zealand, the Prime vouasiorts is 
naturally very sorry that 


Mr. Fraser should feel that ne was, 


not sufficiently consulted. You 


could point out that we had, from : 
the outset, recognized Mr. Fraser's 
interests, and that, in the ‘niddie. 
of October, you were asked to. 

inform him in striét secrecy ‘of the 
intention to hold secret discussions 
in Washington, and of their objects 
in the absence of any comment from 
him we felt justified in going ahead. 
“ould you, however, assure : 
Mr. Fraser that we greatly value : 
Ls comments and are mii anxious at 
all times to keep in the closest 


touch and co-operation with nia. 5s 


5. 
answer to the two points in 


Mr. Fraser's message. 


With regard 


The foregoing constitutes the. 


to Greece, we knew that Mr, Fraser 


was not happy about our policy there ' ' 


a year or two ago, but we hoped 
that he now fully realized our 

reasons and was no longer 
disposed to question it. You 

may therefore like to have the 

following.notes for guidance in 
any further discussions you may 
have with Mr. Fraser or with 


McIntosh. ™e do not, however, 


wish to go out of our way to join 


issue with Mr. 


Bs At gatner that Mr. Fraser 


fears that. we are being led on by 


the Americans into a situation | 
in which our troops might get 
engaged; that the Americans, 


having no troops there, would 


Fraser over Greece. 


Briefly the position is that 
the pressure from the other 
Side of the Iron Curtain is 
increasing, and it behoves us 
all to take stock of the 
increasingly ugly 
potentialities. 


leave us to face the consequences}; 


and that this would be in support 


of a Greek Government that is 


wonthless. and reactionary. ‘Ye 


hope that the explanation in paragriph 5 - 


above should serve to allgathe fq 


that the U.S. would fail to supp 
7° 


character of those who are in 


Ye do not think that the t 


rebellion against the present 


Greek Government is always fully | do (Lo product 


realized. It is apt to be 
thought that the rebels are 
democratically minded people 
driven into insurreetion by 


repression; and that, if the 


a 


Pa 
"Land ct Rod Ba tom red 


| 


tbat (Re propo 
igh 


imparted obaans2r4 
fren ) Anol com r»0ef 


by Pasa 
= fai cal 
als Onol ¢ ear Apmflaliien, 


Greek Government could be persuaded 

into adopting a more liberal policy, 
the trouble would cure itself. All. 
our information shows that this senot 
the case. The nucleus of the band 3 


of men led by "General" Marko: 
the irreconcilable remnant of B.L.A.S. 
that refused to lay down arms — : 
BLAS. signed the Varkiza agreé- 
ment. ‘This nucleus has been 
increased from terrorised villagers by 
press gang methods, whicti do not stop 
short of murder. The total number 
‘of Markos* guerilla fighters does 

not amount to more than some 294000. 
They are not interested in - 
democracy, but in promoting lawless« 
ness aS a prelude to the establish- 
ment of a communist’ state controlled : 
from Moscow. Meanwitile: their 
 depredations have laid wastelarge | 
parts’ of the most productive areas 6f 
Greece, and have: ‘resulted an some 
500, an sini lhe. APP 
“from their homes ‘and forced to 

become refugees: OP ON 

8: thts is no new movement - 
springing purely acer 
the ‘present Greek regime. © For 

| several years before the liberation 
E.L.A.S. was in process of ‘foriiation 
and unéder communist contrel.«. © 
Throughout the enemy occupation we 
were obliged to work with it and arm 
it, in order to harass the Germans, 
though we were already aware of the | 


ie i 4 
j i a 
I is i 
; ag" 19 


risk that these arms might be used eventually 
to impose. communism on Greece. It is 
Significant’ that the ratreating, Germans 

bequeathed further arms to. E.LeA. S., 
rightly calculating that they would be 
used against US. 
9- You will have seen he references 
to Greece that the Foreign Secretary 
made in the cakly portion of his” 
Speech in the House of Commons on 
22nd January haste We feel that we 
must face frankly a potentially 
dangerous situation in that country, 
and Mr. Marshall shares this opinion. 
Moregver a study of other speeches 
made th the foreign affairs debate 
shows that there is almost complete 
agreement among members of the United 
Kingdom Parliament that the Greek 
situation is dangerous and calls 
for a firm policy. 

ho. I might also draw attention 
to an account, recorded in the 
"Times" of 23rd January, of a 
meeting in Athens between 
Mr. Raymond Blackburn M.P. (Labour) 
and Mr. Patsantsis and Mr. Kalomeris, 
Secretary-General and Secretary of 
the Greek Confederation of Labour. 
They all agreed "that the present 
Greek Government, far from. being 
Fascist, has in fact failed until 


recently 


FY 0 . 


recently, and to some extent 


is. ‘failing now, to intern active 
Communists, who are as nuch a 
menace to Greek freedom as the 


active Fascists were in 1940. 


‘The only difference is that: they ? 


represent a more numerous fitth 
column". You will also notice 
an account of some remarks by 

Mr. Blackburn in "The Times" of 
3rd February. 


p) 
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9th February, 1948. 


LOR SECRET 


Dear Shannon, 


The Foreign Secre has now seen the 
draft letter from Sir Eric Machtig to Sir Patrick 
Duff in Fast saa to the letter of 9th January about 

s reactions to the Prime Minister's 
spb Pipe oF 41th December about our recent Middle East 
talks with the Americans. 


He approves the draft subject to the 
addition at the end of paragraph 6 of the words 
“and it should be emphasized that the present 
Greek Govermment is the product of elections agreed 
by impartial observers to have been free and 
composed of all parties except the communists and 
their sympathisers". 


Should not the reference in this 
paragraph to paragraph 5 be a reference to 
paragraph 3? 


Yours sincerely, 


(Sgd. M.G.L. JOY.) 


G.E.B,. Shannon Esq. , 
Commonwealth Relations Office, 
—o 

SeWe * 


i arene 


Mr. Roberts, 
Foreign Office. 


1 | 
| 
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With 
the compliments of 
- Pumphrey. 


10, Downing Street, 


l2th February, 1948. 


10, Downing Street, 
¢@ Whitehall. 


oe Rec 
TOP SEREE 12th February, 1948. 


The Prime Minister has approved the “raft 
letter to Sir Patrick Duff about, the Middle cast 
understanding with the United States, attached to 
your letter to me of the 10th February. ‘The Prime 
Minister also approves the suygestion that the 
letter should be signed by Sir Bric Machtig. 

I am sending a copy of this letter to 
Roberts at the Foreign Office. 


| a 


(Sgd) J.L. PUMPHREY. 


P 
Comapunsalie Relations white. 


+COMMONWEALTH REL NS Pe 
treet, S.W.1. Sg 


Myo hota 


With the Compliments of the pitvd 
Secretary to the Secretary of Stat 


for Commonwealth Relations. 
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COMMON EALTH RELATIONS OFFICE, 
DOWNING STREET, S.W.ed. 
10th Febru 1948. 
TOP _S Oy mee 
My dear Pumphrey, . 
With reference: to your letter of 6th February, we 
have now agreed with the Foreign Office on the lines of 
& reply to Sir Patrick Duff's letter to the Prime 
ster 9th abou 


. t the Middle East 
understanding with the United States, described in the 
Prime Minister's letter of llth aig to the New 


Zealand Prime Minister. There however, a point 
about the chamnel of the reply mntoh I have been asked 
to put to you. 


ae The Prime Minister's letter af 11th December was 
sent direct to the New zealand Prime Minister for _ 
reasons eg secrecy. Mr. Fraser's oral message in 
reply w as conveyed throu ya ig rll 


not know whether Mr. Attlee's letterawould be on ‘ 
record in the Commonwealth Relations Office. Mr. : 


all 
circumstances, I have been asked to suggest that the 
best rai ig would be for the comments on Mr. Fraser's 
Haan to be conveyed in a letter from Sir Eric 
Machtig to eG ck Duff. This would have the 
nabling us to give Sir Patrick Duff 
art “for use if discussion arises again with 
MeTntosh (or Mr. Fraser) about Greece. If Mr. Attlee 
were to write himself to Mr. Fraser about Greece, 
this might come as a surprise to Mr. Fraser, as Greece 
was not specifically mentioned on ih his message to 


Jol. Pumphrey, Esq. Mr. Attlee/ 


7: Pr par as a it is not clear that McIntosh, 

ssing Greece with Sir Patrick Duff, was | 
ain so on ir. Fraser's instructions, or > 
even with his knowledge. 


Se The draft which I now. enclose, for ag mgr soc 

to the Prime Minister, is ac shape 

of a letter trom Sir fric Machtig to Sir Patrick D Duff, 
and dist. ishes pba phs 2, 3 and 4, 
which are be Pa enicn Mr. Fraser, and 

paragra 6 to 16, which are for Sir Patrick Duff's 
own gui in any furth 


pre 
Forei cap eet ee been approved by the Forei Fo 
Secre ly. Would you let a know whether 
the Prime re agrees that the matter should be— 

handled in this way? ; 


4. I am se a copy of this letter to Roberts 
at. the Foreign LC@. 


Yours sincerely, 


(Qed) F. E. CUMNING-BRUCE 


, ils. 


- COMMONWEALTH RELATIONS OFFIC-> 
= . _ Downing Street, S.W.1. ¢ 


Omak 17/2/1968. 
ie the pevid od-e \ 4/, 
Secretar pyre Whe Stanstary 


recy Ww Affains 


With the ene aes) of the Private 
i Secretary to the Secretary of State 


j for Commonwealth Relations, 
/ ° 


ANSSo— | 
ee oe 


15 CRO-F2Z7°9°S/F, 


at oo > mes Top SECRET: 


od | a ae Commonwealth Relations Office, ad 
Downing Street. S.W.l. 


P 13th February, 1948. 
COPY. #,2700/14. ihe 


W\o 


My dear Duff, 


Thank you for your letter of 9th January, about ie. Fraser's 


message to Mr. Attlee, about the Middle East. The Prime Minister 
has already thanked you for your letter to him of the same date. 

™e are naturally all very concerned here about Mr. Fraser's 
health, and the Prime Minister would particularly like you to let 
Mr. Fraser know how sorry he was to hear of his illness and how, 
much he hopes that Mr. Fraser will make a Bpeedy recovery» 

As regards Mr. Fraser's misgivings about the Middle East, 
there is, of course, no question whatever of New Zealand being 
committed by any decision reached by the Government in London. 

The Prime Minister would be glad if you could take a suitable 
opportunity of pointing out that the importance of the Middle East 
in terms of Commonwealth communications, oil, and overall 
strategic considerations has been borne in upon us by two wars. 
Unfortunately, our position in the Middle East has become 
increasingly difficult for a number of reasons, and among the 
contributing factors was our uncertainty about American policy 
there especially in the light of their attitude at the Unites 
Nations over Egypt and Palestine. The result of the wastiineten | 
talks is not that we have changed our views to support the 
Americans, but that the Americans have come to support our general 
approach to the problems of the area (with the exception of 
Palestine). We now hope for general American co-operation in 
support of our aims in the Middle East which are in no sense im- 
perialistic but are confined to cultivating the friendship of the 
Widdle East countries, assisting them in social development, and 
endeavouring to retain, side by side with their friendship, such 
strategic facilities as our safety and theirs requires. The 
phrase "if necessary by military power" which Mr. Fraser quoted to 


you from Mr. Attlee's letter of the llth December is only a 
SIR PATRICK DUFF, K.C. B.,K.C.V.0- 


recognition 


recognition of the fact that, in the last resort, if there were a 

..' vital threat to we general peace, American military backing is 
necessary, aS we have seen in two wars, and the upshot is that the 
risk of our being left isolated and in’ the lurch by the Americans 
is greatly diminished. Unfortunately, the resentment of the ; 
Middle East countries over the Assembly decision for partition of 
Palestine, and over United States policy in the matter, is very 
Strong; and unless extremely carefully handled may have very grave 
effects on our desire for friendship with Middle East countries. 
But that is an added reason for clearing up misunderstandings and 
avoiding divergencies on other points. 

As regards Mr. Fraser's feeling that there Has been a lack of 
prior consultation on a matter affecting New Zealand, the Prime 
Minister is very sorry that Mr. Fraser should feel that he was not 
sufficiently consulted. You could point out that we had, from the 


outset, recognized Mr. Fraser's interests, and that, in the middle 
of October, you were asked to inform him in strict secrecy of the 
intention to hold secret discussions in Washington, and of their 
object: in the absence of any comment from him we felt justified 
in going ahead. Would you, however, assure Mr. Fraser that we 
greatly value his comments and are most anxious at all times to 
keep in the closest touch and co-operation with him. 

The foregoing constitutes the answer to the two points in 
Mr. Fraser's message as conveyed through you. With regard to 
Greece, we knew that Mr. Fraser was not happy about our policy there 
a year or two ago, but we hoped that he now fully realized our 
reaSons and was no longer disposed to question it. You may, 
therefore, like to have the following notes for guidance in any 
further discussions you may have with Mr. Fraser or with McIntosh. 
We do not, however, wish to go out of our vay to join issue with 
Mr. Fraser over Greece. 

Briefly, the position is that the pressure from. the other side 
of the Iron Curtain is increasing, and it behoves us all to take 
Stock of the increasingly ugly potentialities. We gather that 

‘Mr. Fraser fears that we are being led on by the Americans into a 
Situation in which our troops might get engaged; that the 


Americans, having no troops there, would leave us to face the 


consequences 


U 


17 


consequences: and that this would be in support of a Greek 
Government that is worthless and reactionary. We hope that 
the explanation in paragraph 3 above should serve to allay 
the fear that the United States would fail to support us, and 
it should be emphasized that the present Greek Government is 
the product of elections agreed by impartial observers to 
have been free and composed of all parties except the 
Communists and their srapntitestas 

We do not think that the true character of those who are 
in rebellion aeeinat the present Greek Government is always 
fully realized. It is swt to be thought that the rebels are 
democratically minded people driven into insurrection by 
repression; and that, if the Greek Government could be 
persuaded into adopting a more liberal policy, the trouble 
would cure itself. All our information shows that this is 
not the ene The nucleus of the band of men led by 
"General" Markos is the irreconcilable remnant of E.L.A.S. 
that refused to lay down arms when E.L.A.S. signed the Varkiza 
agreement. This nucleus has been increased from terrorised 
villagers by press gang methods, which do not stop short of 
murder. The total number of Markos' guerilla fighters does 
not amount to more than some 20,000. They are not interested 
in democracy, but in promoting lawlessness as a prelude to 
the establishment of a communist State controlled from Moscow. 
Meanwhile, their depredations have laid waste large parts of 
the most productive areas of Greece, and have awiited in 
some 500 ,000 inhabitants peing evicted from their homes and 
forced to become refugees. 

This is no new movement springing purely from opposition 
to the present Greek regime. For several years before the 


liberation E.L.A.S. was in process of formation and under 
comminist control. Throughout the enemy occupation we were 


obliged 


° 
9 


, 
_ 


J 


180 Ay 

RHR: obliged to work with it and arm it, in order to harass 
the Germans, though we were sineday aware of the risk that these 
arms might be used eventually to impose communism on Greece. 
It is significant that the retreating Germans bequeathed further | 
arms to E.L.A.S., rightly idipalating that they would be used 
against us. 

You will have seen the references to Greece that the 


Foreign Secretary made in the early portion of his speech in the 


House of Commons on 22nd January last. We feel that we must 


face frankly a potentially dangerous situation in that country, 
and Mr. Marshall shares this opinion. Moreover, a study of 
other speeches made in the foreign affairs debate shows that 
there is almost complete agreement among members of the United 
Kingdom Parliament that the Greek situation is dangerous and 
calls for a firm policy. 

I might also draw attention to an account, recorded in the 
“pimes" of 23rd January, of a meeting in Athens between 
Mr. Raymond Blackburn, M.P., (Labour), and Mr. Patsantsis and 
Mr. Kalomeris, Secretary-General and Secretary of the Greek 
Confederation of Labour. They all agreed."“that the present 
Greek Government, far from wetig Fascist, has in fact failed 


until recently, and to some extent is failing now, to intern 


active Communists, who are as much a menace to~Greek freedom 


as the active Fascists were in 1940. The only difference is 
that they represent a more numerous fifth column". You will 
also notice an account of some remarks by Mr. Blackburn in 
"The Times" of 3rd February. 

Yours sincerely, 


(Sgd.) ERIC MACHTIG. 


BNSY) IG 
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10, Botoning Strest, 
Whitehall. /0 ag 
elst January, 1948. 


TOP_SECRET ANSS) 
My Alene is ; 
‘ae I enclose a copy of a letter which the Prime 


Minister has received from the Prime Minister of 
Australia referring to the top secret and personal 
letter of the llth December which the Prime Minister 
sent to the Prime Ministers of the four old Dominions 
giving them an outline of the recent Anglo-American 

' talks on the Middle East. : 


I understand that when the Foreign Secretary 
saw the Prime Minister yesterday he undertook to have. 
drafted in the Foreign Office a personal letter for 
the Prime Minister to send to the Prime Ministers of 
New Zealand and Australia. In drafting this personal 
letter you will no doubt wish to have in mind this 
letter from Mr. Chifley as well as the letter from 
Sir Patrick Duff, a copy of which was sent to 
Sir Orme Sargent in Francis Graham-Harrison's top 
secret letter of thel8th January. 


I am sending a copy of this letter and enclosure 
to Cumming-Bruce at the C.R.0. 


rar ws, 


lass Reactions, 
J.P.E.C. Honniker, Esq., M.C., 
Foreign Office. 


«" 


Copy PRIME MINISTER, 
CANBERRA, 


10th January, 1948. 


ait 0 
| el Saal 


I desire to acknowledge your letter intimating 
the understandings which nave been reached between 
your Governient and the U.S.A. regarding future 
policy in the Middle Kast.- I do not very much 
Favour secret understandings, but in view of all 
the circumstances it would appear that the approach 
that has been made to this matter is a realistic one, 
and in view of the slow working of U.N.O. is about 
the only thing that could be done to give some sort 
or security in the Middle East and the HKastern 
Mediterranean. 


My dear Prime Minister, anl 


Very Sincerely yours, 


Sed. -J.B. CHIFLEY. 


=~ 


The Right Hon. C.R. Attlee, 
10, Downing Street, 
London. : 
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Tel. No. Qritenan 7000 
TOP SECRET _ eAth HenENSTys 1948 


Sea Muénk : 
{I am replying to your letter of the 29th 
January referring to a previous letter AN.70/45/G. 


2. The majority of the points you mentioned have 
now been Cleared up or are in the course of being 
acted upon. 


5. The point in (a) I have passed to the 
Admiralty for them.to pursue direct with the 
Foreign Office, bringing to the attention of 
Ministers or the Chiefs of Staff any relevant 
arrangements which come out of these discussions. 


4. As regards (b), the Chiefs of Staff have now 
made an assessment for the Foreign Office of the 
military requirements, both.in peace and war, in 
Saudi Arabia (J.P.(48) 6 refers). 

} Peuszyafe— | 
Oo» On your last point, the question of British 
Supplies to Greece:has arisen from the discussion 
the Chiefs of Staff had with Van Fleet on the 
16th February last. The record of this discussion, 


/including 


. 


including as it did several references to 
military equipment for Greece, was passed to 
the Foreign Secretary who has taken up the 
despatch of gupplies with the po of 
State for War. 


yof'| 
yesete Ae Lome 


fe 


M.Rk. Wright, Esq., C.M.G., 
Foreign Office. 
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UNITED STATES OF AMERICA + 


London, December 9, 1947. 


SECRET Aw \\ 0) ak 


Dear Michael: a & MAR 948 


I quote below for your information the complete 
text of the secret instruction dated December 5, 1947, 7-3 
sent to this Embassy by the Department of State in 
Washingtons 


“The Acting Secretary of State refers to the 
Embassy's Airgram A-2034 of October 5, 1947 informing 
the Department of the plans of Mr. Denis Greenhill, 
Middle East Secretariat, British Foreign Office to 
visit Washington during October, and to previous 
communications from the Embassy during recent months, 
reporting British interest in the improvement of 
economic and social conditions in the Middle East. 
Reference is also made in this connection to the 
memorandum on this subject received by the Secretary 
of State from Mr. Bevin while in Moscow on March 20, 
1947. | 


"In its Airgram A-2034 under reference, the 
Embassy suggested the usefulness of informal con-= 
versations between Mr. Greenhill and officers of 
the Department with reference to economic conditions 
in the Middle East. Full advantage was taken of the 
opportunity presented by Mr. Greenhill's visit to 
Washington. A number of informal conferences were 
held by him with interested officers from the various 
divisions and offices of the Department, including 
four large group meetings. An informal record of 
these four meetings was made and five copies are 
transmitted herewith to the Embassy for its infor- 
mation and for transmission to the Foreign Office, 
in response to Mr. Greenhill's request made while 
in Washington. In transmitting copies of this in-= 

formal record to the Foreign Office, it is requested 
that the Embassy express the Department's appreciation 
of the opportunity afforded by Mr. Greenhill's visit 
for informal discussion of these matters of common 
interest and state that Mr. Greenhill's able present= 
ation of the British point of view was of great 
benefit to the Department and its Officers who 
participated in the conferences. 


"at the conclusion of these informal discussions 
a "Summary Memorandum of Informal Conversations 


Relating/ 


MeRe Wright, Esquire 
Superintending Under-Secretary 
Middle East Secretariat 

The Foreign Office 

Whitehall, S.Wel 


SECRET -2- | / OY 


December 9, 1947. 


Relating to Social and Economic Affairs in the 
Middle Bast" was jointly prepared. Copies of this 
memorandum are enclosed in triplicate. This 
memorandum sets forth the views of the representa- 
tives of the Department of State and of the British 
Embassy and Foreign Office who participated in the 
conversations, as to the manner in which the United 
States and Great Britain might most effectively 
cooperate in approaching social and economic 
problems in the Middle East. The Acting Secretary 
of State is of the view that the memorandum, having 
been approved in principle by the interested economic 
and geographic offices, though possibly subject to 
certain amendments of detail, can be considered to 
reflect the present social and economic policies of 
the Department in the Middle East. , 


"It was clearly understood by the British 
and American representatives who contributed to the 
preparation of this summary memorandum that the 
Department of State or the Foreign Office might, 
after further review of the memorandum, wish to 
propose some amendments of detail, in which case 
notification to this effect would be made through 
diplomatic channels. Accordingly, if it becomes 
necessary to propose any changes as a result of the 
considered review now being given to the memorandum 


in the Department, appropriate instructions will 
be transmitted to the Embassy. 


"The Department will be glad to receive such 
further views and comments on the subject as the 
Embassy may wish to submit." 


To make the first paragraph quoted above intelli- 
gible, I enclose one copy of this Embassy's sirgram 
A-2054 of October 3, 1947. 


As regards the informal record of the four large 
meetings mentioned in the second paragraph of the 
Department's instruction, I enclose herewith the five 
copies mentioned. I am sure that you will have read 
with interest the section of this paragraph recording 
the Department's appreciation of Denis Greenhill's 
“able presentation of the British point of view." 


With regard to the "Summary Memorandum of Informal 
Conversations Relating to Social and Economic Affairs 
in the Middle Bast," I enclose only two copies of the 
American document for your records because this is 
identical with the document already duplicated by the 
Foreign Office. 


I believe that the remainder of the Department's 
instruction is self-explanatory. 


Sincerely yours, 


Ge Lewis(UYones 
First Secretary of Embassy 


Enclosures:/ 


a ia “7 


9% December 9, 1947. 


Enclosures: 


1. One (1) copy of Embassy's airgram A-2034 of 
October 3, 1947. 


2. Five (5) copies of "Minutes of Informal Meetings 
between British and United States Officials 
Held at the Department of State October 23 to 
28, inclusive Concerning the Raising of Living 
Standards in the Middle East." 


Se Two (2) copies of "Summary Memorandum of Informal 


Conversations Relating to Social and Economic 
Affairs in the Middle East." 


GLJ:drk 


SECRET 
SUMMARY MEMORANDUM OF INFORMAL CONVERSATIONS 


RELATING TO SOCIAL AMD ECONOMIC AFFAIRS IN 11 
THE MIDDLE EAST 


Washington, October 23 to 30, 1947 
I 


Opportunity for informal exchange of views and information and discussien 
ef social and economic affeirs in the Middle East was efforded by the presence 
in Washington of Mr. Denis Greenhill of the Middle East Secretariat, British 
Foreign Office. 


Fury edvantage was takon of this opportunity through e series ef frank 
and informal talks attended by representatives of: the Eritish Treasury Delegation 
im Washington (er. A. Christelow), and of the British Embassy in Washington 
(tir. Anthony E, Percival), in addition to xr, Greenhill; and by representatives 
of the interested offices of the Departaent of State, namely the Offices of 
Near Eastern end African Affuirs, of European Affairs, of Financial and Economic 
Development, of International Trade Policy, of Transport and Communications, of 
Information and Educational fxchange, and of Intelligence Research, 


The subject of British and American interest in the social and economic 
affairs of the Middle Eest and in the raising of living standards in that area 
had been raised in a memorandum transmitted by Mr. Bevin to the Secretary of 
State at Moscow in March 1947, Further explanations of British views and inter~ 
ests in the subject hed been communicated in informal conversations between 
4x. Greenhill and a representative of the American Embassy at Lendon. Previously, 
in the spring of 1944, British and American interests in the Middle East had been 
reviewed in informal convorsations held in London between Mr. Vallace Murray, 
Director of the Office of Near Eastern end African Affairs of the Department of 
State end officials of the British Foreign Office. Pursuant to these converse~ 
tions, parallel instructions hed been transmitted by the Foreign Office and the 
Department o% State to the British end American diplomatic missions in the Middle 
Last in April 1944. These instructions called upon the respective British and 
American Missions at each post to arrange for the conduct of Anglo-American 
relations throughout the area in a spirit of cooperation based on mutual frankness 
and geedwill , 


The informai conversations held in Washington in October 1947 again demonstrate: 
the usefulness of frank end full informal exchange of views and information between 
British and American representatives with reference to matters of mutual interest 
involved in the social end economic affairs of th Middle East. 


Ir 


The point of departure was the conviction that the maintenance of security and 
tranquillity in the Hiddle Eest is a necessary condition of world peace. A pree 
requisite for the maintenance of security and tranquillity in the Middle East is 
the raising of the social, cultural and economic stendaris of the peoples of the 
area, If these standards are to be raised there must be constructive foreign ine 
fluences in the Middle East. It is considered that Great Britain and the United 
States ere among the countries of the world which are in the best position to 
exercise auch constructive influences designed to further the interests and welle- 
being of the peoplea of the Middle East. It is therefore essential that Great 
Britain and the United States cooverate in strengthening each other's respective 
positions in the Hiddle Kast in order that, by working with mutual understanding 
and goodwill, they can attain the objective of assisting the economic and cultural 
development of the Middle East in a manner which will tend to raise its cultural 
and genera) economic standards to the benefit of the peoples concerned. 


It cust be understood that in cooperating with each other there is no inten 
vion on the part of either Great Eritain or the United States of barring or prevent~ 
ing any other country from having free intercourse with the countries of the Middle 
Eust for the purpose of contributing tn a constructive manner to their economic and 
cultural advance, In fact, contributions of this character from other like-minded 
countries would be wolconed, 


o oe an 


: In the light of the foregoing, it was the expreased view of the British 
and American representatives that in a matter of such importance to both the 
United States and Great Britein, both Governaents should endeavor to prevent 
either foreign countries, or commercial interests, or any other influences from 
making capital for themselves by playing Great Britain and the United States off 
against eech other. Great Britain and the United States should each follow 

" the general principle that each country endeavor to strengthen the other's 
position in the Middle East on the basis of mutual respect and cooperation. It 
should be contrary to thoir respective policies for either country to make efforts 
to strengthen iteolf or to increase its influence at the expense of the other, | 


The policy of each Government in the Middle East is to lend the other all 
possible and proper support for the attainment of the objective referred to above, 
In cooperating with each other Great Britein and the United States should, of 
course, take care not to embark on policies which will tend to curtail the economic 
freedom of the countries of the Middle East, including their right to engage in 
free economic and cultural intercourse with other nations. 


Tir 


The clese affinity of British and American objectives, and many similarities 
of method were revealed in this review of social and economic affairs in the 
Hiddle East. Representatives on both sides considered the salient points which 
emerged from the informal discussions to be as follows: 


a) Solutions to the urgent social and economic problems of the Middle East 
along lines compatible with Western concepts end ideals would significantly 
influence the political orientation of Middle East countries, 


b) The responsibility for the solution of these problems should be carried to 
the fullest possible extent by the Middle Eastern countries themselves, 
and whenever practicable the United States and the United Kingdom should 


seck directly or indirectly to encourage these countries to undertake cone 
structive activity. 


¢) All practical support should be given to sound schemes of economic develop= 
ment designed to raise the general standard of living in Middle Eastern 
countries. It was recognized that there are inherent diffimlties in meet~ 
ing the immediate problems of the area with such long term solutions, Where 
large schemes are not yet possible efforts should be made to encourage the 
sstablishment of "semple" projects of an economic sise which would serve to 
stimulate Governments to constructive action at a later date. : 


d) All major development plans for the Middle East should constantly be con- 
sidered by the United States and United Kingdom Governments in the light of 
their respective commitments and plens for economic recovery, reconstruction 


and development elseuhere, e.go, the European Recovery Program and British 
Golonial Schenes,. . 


e) Pending genera) adoption and implementation of theCharter for an International 
Trade Organization, questions of comerciol policy which arise with reference 
to the area should be dealt with by the United States and the United Kingdom 
in accerdance with the principles embodied ‘n the Geneva Draft of that Charter, 
The tro nations have. already agreed to act in accordance with the principles 
set forth in the document entitled "Proposals for the Expension of World Trede 


and Empleyment" and are parties to the General. Agreement on Tariffs and Trede 
negotiated in Geneva in 1947. 


£) It is in the interest of the countries of the Middle East as well as of the 
United Kingdom and the United States for the countries of the Middle East to 
increase their earnings of Americen dollera, Tho representatives of both the 
United Kingdom and the United States accordingly share the cpinien that both 
the British and American Governaents should in general with due regard to 
established channels of trade, pursue policies which would tend to encourage 
on increase in exports from the Middle Fast to the United States. 


g) 


h) 


4) 


-3- | SECRET 12 
There is an important common interest in the maintenance of conditiona in- 

the Middle East which will pernit the oil industry to function effectively 

and to increase its substantial contribution to the raising ef the standards 


of living in the area. Similar considerations epply to the develepment of 
civil air facilities, 


It is highly important for the United States and United Kingdom to establish 
by ai] useful means ot thsir disposal the widest pessible cultural and teckni= 
cal links with the countries of the Hiddle East, and particularly with those 
groups who may be most influential in promoting the sound economic and cultural 
development of their countries and the raising of the cultural and economic 
living standards of the population of the Middle East goneraxly. 


The exchanges of information and views effected through these informal conver- 
gations demonstrated the advantages and usefulness of such exchenges; and 
sinilar opportunities for maintaining clese informal contact between represen- 
tatives of the two Governments on these matters of comnon interest should be 
availed of thenever suitable occasion my offer, 


” 


IV 
Among the various matters with regard to which the representatives of both. 


countries found themselves holding the same views were: 


e) 


b) 


ec), 


a) 


a) 


f) 


g) 


h) 


The desirability of a strengthening of the Economic Committee of the drat 
League Council to enable 4% to function as an instruzent of constructive 
collaboration. Any attempt by the Arabs to use it for undesirable econoaic 
or political objectives should be resisted. 


That the establishment eat this time of a United Nationa regional econcaic 
organization in the Hiddle East was not favored. _ 


That fullest informal cooperation between the staff of the diplomatic missions 
end consular offices of the United States in the various countries of the 
Middle East and the staff of the British Middle East Office as well as with 
the staffe of the British diplomatic missions and consular offices should be 
encourages . 


That the present intention of the Iraq Government to undertake considerable 
economic develepment ef that country justifies aupport. The responsibility 
for ultimate decisions must rest throughout with the Iraq Government, but 
consideratien should be given to the most effective machinery to be devised 

to produce quick results, making appropriate use of the projected Central 
Development Board and existing advisory staff. To the extent that the Iraq 
Government finds external borrowing necsssery for the implementation of sound 
specific projects arising out of its plans, suppert should be given to applie . 
cation to the International Bank for investrent funds. 


That the United States Government 4s prepared at the request of the Iraqi 
Government to cooperate with the British Government in effording to the . 
Government of Iraq technical advice and aid in development pians. The Bri- 
tigh Government would welcome such cdopsration. ” 


Thet the balanced develepnent of the national educational systems of Middle 
Eastern countries is of high importance, and the Governments of these coun- 


tries should te encouraged to pay special attention to the provision of 
technical education. 


That the economic end social conditions of Egypt gave cause for concern and 

justified every appropriate offort being made to induce the Egyr Govern=- 
ment to undertake a progressive domestic development program involving full 

use of lecal capital available. 


That whilst His Majesty's Government wore at present thinking in terms of a 


amall technical Nile Board, the usefulness of creating @ Nile Valley Authority 
which would genuinely safeguard the interests of all should be further con 
Sidered, His Hajesty's Government would welcomes any observations or suge 


gestions that the United Stetes Government may feel disposed to make in this 
connection. . 


4) 


J) 


k) 


1) 


m) 


n) 


0) 


2) 


q) 


x) 


. gee 


That in the interim, to offset pepulation pressure in Egypt and to permit de- 
velopment in the Sudan, every encouragement should be given to the isplementa-~' 
tion of suitable existing schezes for the full utilisation of the Nile waters. 
The feasibility of, and possible problema involved in, the provision of dollars 
fer financing the Lake Tana project should recoive further study. 


That it is a matter of high imperteance to keep in closest touch with educated 
opinion in Egypt, as in all Middle East countries, and thet the early filling 
of existing vacancies in Egyptian universities with a carefully selected 
United States and United Kingdom steff provides an excellent methed ef doing 
80. ; , 


That a progressive social and economic progrem in Iran is necessary. "Sample 
projects" undertaken with the aid of foreign advisers are of value for this 
purpose. Im appropriate cases support may be given to ~plications for the 
financing of sound development projects by the International Bani, 


That further exchange of information is desirable in considering the problezs 
of the Anglo-Iranien 011 Company, Arabian American 01] Company, etc., and on 
the manner in which the oil companies are meeting their problems of employer~ 
employee and government relationships. 3 


That the economic situation of the Levant States indicates the desirability of 
encouraging development on a scale commensurate with their resources, 
area might well offer good opportunities of initiating "sample projects". 


That pipeline and refinery activities in the Levant might help in relieving the 
dollar situation and should give some employment te skilled and semi-skilled 
labour thrown out of employment by the departure of the Allied forces. 


That the Levant States should be encouraged to seck a friendly and reasonable 
resolution of their financial difference with the French, Similerly it is 


desirable that the French should be encouraged te adopt a. friendly and reason- 
able attitude in this regard. 


That British participation in the increasing commerciel activity in all parts 
of Saudi Arabia would be welcome to the United States Governaent. 


That if the employment of any substantial number of foreign experts ty the 

Saudi Arabian Government becomes a likely prospect, it might be desirable to 
consider the formulation of a standard form of contract of empleyment which 
would serve to protect the interests of all concerned. | , 


That in.view of the conflicting activities of the various medical. organizations 
in Ethiopia, it would be desirable if the authority of the Ethiopian Minister 


of Public Health were built up and future public health activities put under 
his direction, 


That the United States Government would take note of the fact that His Majesty's 
Government, in view of the balance of payment prospects, attached importance 
to the principle that dollars resulting from any doller lean or royalties be 
made available for expenditure without restriction in any currency area, and 


not be confined to payments for supplies, services, etc., provided by the 
United States only. — 
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SecState 
Washington 
A-2034 October 3, 1947 
For NEA and CITAS. f 


Subject; Visit to U.S. of Denis A. Greenhill, 
Middle East Secretariat, British 


“Foreign Office. | 


Mr. Denis A. Greenhill, Middle East Secretariat, 
British Foréign Office, has advised this Embassy infornm- 
ally that he will visit Washington for about ten days 
in October. Mr. Greenhill has been an ‘extremely help- 
ful source of information to this Embassy regarding 
economic conditions in the Middle East and British plans 
for their improvement. As a keenly interested. specialist 
in this particular field, it is believed that a number 
of officers in the Department would derive benefit from 
informal conversations with Mr. Greenhill, who can be 
located in care of the Brit Embassy, Washington. 


The Chairman of CITAS may wish to consider the 
possibility of arranging a CITAS meeting at which 
Mr. Greenhill might be present. This would afford an 
opportunity for general questioning of Mir. Greenhill 
regarding the work of the Middle East Secretariat in 
London and the British Middle East Office in Cairog and 
also an opportunity for various members of CITAS, who 1’ 
might like to pursue their questions privately with — 
Mr. Greenhill, to meet hin. 


GALLMAN 
cc to American Embassy, Cairo 


GLewisJones/drk 
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MINUTES OF 
INFORMAL MEETINGS 
BETWEEN BRITISH AND UNITED STATES OFFICIALS 
HELD AT THE DEPARTMENT OF STATE 
OCTOBER 23 TO 28, INCLUSIVE 
CONCERNING 
THE RAISING OF LIVING STANDARDS 


IN THE MIDDLE EAST 


MG 
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MEETING OF OCTOBER 23, 1947 | 


| Mr, Merriam, presiding, opened the meeting by giving a resume of the 

background which led up to holding the present discussions. He referred 
to Mr. Bevin's letter of March 20, 1947, to Secretary Marshall in which 
the necessity of raising the standard of living in Middle Eastern countries 
was emphasized, and the suggestiom of American association with British 
efforts in this direction was advanced, Secretary Marshall's reply had 
expressed general concurrence and the suggestion had been made that 
consideration be given to the various specific subjects, Mr. Greenhill's 
visit now enabled us to get down to brass tacks, 


Mr, Merriam stated that after commencing with a general discussion 
of Middle Eastern problems it was proposed that the talks be put on a 
country-by-country basis, and that a stert would be made with Iraq. It 
was suggested that one meeting a day be held, and that Iran and Egypt 
be diseussed on Friday (October 24), the Levant States, Transjordan and 
Arabia, om Monday (Octoher 27), and Ethiopia and Turkey (the latter if 
deemed useful) on Tuesday (October 28). On conclusion of the country-by= 
country discussions, some matters such as informational activities, 
cultural relations, dollar exchange problem, etc., might be taken up on 
@ regional basis. . 


Hr, Merriam then identified the various Department personnel present 
at the meeting, for the information of the Pritish participants. | 


Mr. Greenhill began his remarks by stating that he welcomed the 
opportunity to continue the conversations he had been having in London. 
He wanted the present telks to be as frank as possible and to teke the 
form of an informal exchange of ideas without commitment on either side. 
tn London he had found the British and American lines of thought parallel, 
end he thought a frank exchange of ideas would be mutually advantageous, 
He would first make some general observations on Britain's attitude toward 
the Middle East and would then proceed to a discussion of Iraq, where a 
good opportunity existed for joint action. 


Wr, Greenhill said he bad been working in the Foreign Office for the 
past two years on economic problems of the Middle East, and: hence was well 
acquainted with the subject under discussion. The Middle Fast, he noted, 
had been a matter of concern to the United Kingdom for centuries, The dee 
velopment of science and commnications had not detracted from the impor 
tance of the Middle East to the United Kingdom. He felt strongly that it 
woulé be in cur joint interest, politically and economically, to develop 
the Middle East in certain directions, and that the region should be 
oriented toward the West, which is the United Kingdom's main political 
objective, Mr. Greenhill then outlined the United Kingdom's objectives of 
socisl and economic policy, though not in order of relative importance: 


1. To support Britain's political position and to insure denial 
of power to potentielly hostile forees. In this policy there 
was no suggestion of exclusiveness = it was simply designed 
to keep hostile forces at arma length, 


2, To protect Britain's already large commercial interests, partie 
cularly those vital to standards of living and the power to 
wage war, Jn this regard, the oi] concessions stand out; the 
United Kingdom considered the oil industry as one unit regard- 
less of nationality, and its protection was one of the main 
policy objectives. 


3. To raise the standard of living of the whole area as far as 
possible, and, in se doing, to strengthen the resistance of 
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the whole area to ideological ideas of the extreme right or (7% 
Jett, and to see that the newly acquired wealth is equitably 
distributed, Jn this connection, Mr. Greenhill enpnssizea 
that assisting Britain's own economic situation while improv- 
ing the Middle East. was a very secondary consideratior and 
not the main purpose. 


4. To encourege the Middle Eastern countries in al) flelda = 
technelogy, medicine, ete. ~ to leok to the West, This 
eould be accomplished by providing advisers in various 
fields and by gradually linking Middle Eastern institutions 

_ With British and American institutions. | 


tiv. Greenhill then commented on certain tendencies or forces in “he 
Hiddle East whith affected beth the United Kingdom and the United States: 


(a) Hetionalistis feeling.  Encouraced by the Egyptians, it had 
reached its uost acute form and was directed at the United 
Kingdom and United States. This nationalicm, in Mr. Green- 
hill's view, was inevitable, and mist be accepted until a 
mere enlightened view is taken by the Widdle Eastern sountrics. 


{b) The tendency of Russia to make trovble, The Soviet policy 
is to try to convines the people of the Middle East that 
tevolutisw 1s the only way to achicve progress. 


Me. Grecmhil] said thet he wanted vo ewphasize the importence of the 
time factor. It was realized that the solutian ef short-terr problezs was 
volag attempted with leng-range measures, it was essential to begin te 
show results soca if these efforts were to be effective. 


Ur, Kerriaa said that he was sure we would go along wholeheartedly 
with the British om these problems. It was clear thet British objectives 
were similar ox parallek to our own, even though owr respective short-term 
policies might differ in detail at a particular meeting. 


dm the discussion which follewed, Mr, Willoughby said that he wordered 
to what extent joint action in the economic field was possible without 
calsing the accusation of Anglo-Saxon “ganging wp", Mr. Greenhill agreed 
that, im order to avoid possible sharp reaction, joint Anglo-American ef- 
Yorts should not be in obvious or open concert, Ur. Merriam aleo concurred 
shat parallel action was preferable to joint effort except in extreme 
fosee; we were constantly being aecused in Middle Eastern countries of 
"going down the same iine" as the United Kingdon. 


Hr, Greenhili said that he did not know exactly how the United King= 
dom's econonie efforts in the Hiddle East would fit in with the Marshall 
Plan, as they were in the difficult position of not being sure what their 
owh resources are. However, a proportion of the United Kingdom's resources 
would be made available to support vital interests in the Middle East, which 
it was hoped wovld net prejudice the Marsnali Plen. 


Mr. Greenhiil noted that there were enormous unused resources and 
capital iu the Middle East, and that it was. essential to produce a frame 
of mind that would encourage the people of that area to invest their 
capitel., In other words, to effect a mobilization of resources through 
the creation of confidence, He asked what the Department's views were on 
the extent of peosible participation of United States private investment 
in the area, nm reply Mr. Glendenning said he thought the possibilities 
were negligible, except for the o4] interests, because the return on 
cepiteal was too smai] to be ettractive, and because of the exchange prob= 
tems and political ineccurity. He thought there would be growing oppor= 
vunities fox private United States inventment in the Biddle East, but 
doubted that there would be substantial participation in the next ten 
years; im the meantine, capital develowment would have to come from 
goveranentas and international agencies. ir. Greenhill thought that the 
iiture exploitation of Hiddie Eastern o4% resonrees was a form of capital 
development thet would help enormously Lowiuird the objective of raising the 
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ir, Fales referred to the problem of equitable distribution of pro- 
fits and benefits that would eventuelly accrue in the Middle East, Mr, 
Greenhill said that {t was planned in Iraq to divide the new cultivatable 
lands threugh some cooperative organization, to prevent the landowner or 
landiord from becoming the principal beneficiary, Mr. Satterthwaite 
noted Bhat Prime Minister Saleh Jabur had said that it would be the 
policy of the Iraqi Government to divide up the land in as small lots as 
possible, Hr. Greenhill thought care should be taken to prevent the 
development schemes from being lopsided, ond to essure that social ser— 
vices were developed edequately, 


With regard to the form which organization of development should take, 

Ur, Greenhill said that the Iraqis would set up a Dovelopment Board that — 
would be insulated from the political machine, Syria and Lebanon might 
well set up similer Poards; at eny event, they need some clear thinking 
about coordinating their development plans. In Iraq, the officials of the 
Board could give the necessary continuity if international finance should 
be utilized, and could prevent national politics from entering too much 
into national development projects. 


ir. Herriam noted that all of the capital needed for development proe 
jects vould not have to egme from abroad, He thought that the foreign con- 
cession idea should te avoided. Local finaneing should be encouraged, but 
the problem was how to bring out domestic capital. 


ir, Greenhill said he thought that effort should be made to concentrate 
on the Haigh Irrigation Scheme in Iraq. The plens for this project were 
well on their way @o maturity, and it could show results in a reasonably 
short time. He thought the plans for national development in Iraq were the 
most promising in the Middle East, and were of great importance in producing 
stability, Every effort should be made to bring them to fruition, The 
ireqi Govermnent was setting up a Central Eoard to eversee the development of 
health programs and other social measures to be effected concurrently with 
the irrigation development, The Iraqi Prime Minister is to serve as Chaire 
man of the Contrag Board, and he has asked that a British expert in economic — 
planning be attached to it. The Boarti would select anf assess the worth of 
suggestions presented to it. Hr. GreenhiJ] thought the Board already 
represented the skeleton of a good organization, and put responsibility 
where it belongs. Iraq has asked the United Kingdom to provide some eighty 
specialists to stiffen up the administration of various government depart- 
ments. The British Covernment hed exerted great effort to provide these 
specialists, Hr. Greenhill said, end was a bit nervous about them because 
of difficult problems such as housing for them, Howéwer, British experience 
in regard to experts sent to Iraq had been very satisfactory: a standard 
form of contract had been wsed for some time, the terms of which were very 
good, and the Iragis had been metioyleus in carrying out the terms, Mr. 
Greenhil] comnented ia passing that he was under the impression that 
American specialists in Persia asked tod high salaries, Mr. Steeves replied 
that the problem of providing American experts was largely a question of 
supply, and that the supply at presen’ was very limited. If the legislation 
sought by the Department could be obtained, it would widen the source of 
supply of specialists, Kr. Greenhill? said his governaent did not think 
it reasonable to ask persons to go to Iraq to serve as specialists or ad- 
visers entirely at their own risk, and that the policy had been a policy of 
secondnent or to utihkize officials who hed retired from service in India or 
the colonies at the age of 50 and who reeeived retirencnt Pay > 


With regard to the restriations imposed by the Anglo-Iraqi Treaty of 
Alliance on the employaent of foreign advisers, Mr. Greenhill said that his 
Government interpreted the restrictive article liberally, as it was recognized 
that it was outdated and outmoded, The procedure was for tho Iraqi Governe 
ment to ask the United Kingdom for its eppreciatien of the market for a 
particular typo of adviser; if not available in the United Kingdom, it was 
suggested that the Iraqis try olsewhere, Hr. Greenhill reiterated that the 
United Kingdom had no idea of sticking rigidly to the restrictive article of 
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the Treaty. He thought that specialists of different nationalities should 
be employed by the Iraqi Government, to avoid the danger of producing an 
adverse reaction that might result from employing only British. 


Reverting to the Haigh Irrigation Scheme, Hr. Greenhil} said that 
the salient feature of the project ws that it made use of a vast natural 
depression. It would require two or three years to fill it, . Haigh's 
timetable was to submit his completed report to the Iraqi Government by 
the end of the year, As to the cost, Haigh estimated that the equivalent 
of 11,000,000 Pounds Sterling would be required over the next five years, 
of which 4,500,000 would be seeded in foreign exchange. The chief weight 
of expenditures would come in 1949-50. Mr. Greenhill thought the project 
cheap at this cost. He referred to the labor problem which would arise, 
due to the competition for lahor on of] concessions, and seid it had been 
suggested that it might be a good idea to call in laborers from Egypt as 
a short term measure thus leaving the normal economy undisturbed. He 
aleo noted’ that the Iraqis thought of the Haigh Proposals more in terms 
of fleod control than irrigation, having been frightened by last year’s 
flood, and were inclined to think of the irrigation aspects of the project 
as being of a subsidiary character. The Iraqi Government, incidentally, 
was not yet won over to the Haigh Proposals in their entirety, as there 
was a competing schere that they favored probably because they wore more 
familiar with it. In reply to a question, Hr. Greenhill stated that the 
Haigh Proposals included no hydro-electric projects, as ofl was so readily 
available es a source of power, 


The Iragi Government had a specific railway development progran, 
ie, Greenhill stated, which in terms of expense was as great as the irric 
gation and flood control project. The present railway to Syria ran 
through Turkey, end the Arab League States were in accord on the necessity 
of a more direct line between Iraq and Syria. The present railway is not 
iu bad financial condition; lest year it broke even, Highway building 
would be considered in conjunction with railway requirements, 


Nr. Greenhill said he did not think the Iraqis were giving sufficient 
consideration to the matter of training their own people to take over 
eventually. He thought that training of this character was extremely impor- 
tant, and that in developing it a link could be established between the 
United Kingdom and the Hiddle East. Efforts were being made to increase the 
allocation of foreign students in United Kingdom universities in order to 
accommodate Iraqi and other Middle Eastern students, but the universities 
were very independent in their insistencsa on accepting students on a strict 
aerit basia. Mr. Steeves noted that the principal problem with United States 
universities was capacity, tut that a total of some 18,000 studente from 
abroad were at present enrolled in the United States, of whom roughly 4,500 
were from the Kear and Middle East,. including about 1,200 from India. Mr. 
Greenhill said he thought it was particularly important for Iraqi students 
wo study in teahmical fields and to get trainee type experience in the 
United Kingdom and United States, One means of establishing effective cone 
tact has been to get Iraqi officials of the 30-40 age group to spend about 
six months “in government departments in London. 


in concluding the meeting, it was agreed to discuss Iran and Egypt 
tomorrow, October 24, 
MEETING OF OCTOBER 24, 1947 
«TRAN 


Hr, Merriam, contimuing his chairmanship of the group constituted on 


Neteber 23, asked Ur. Greenhill to introduce the day's discussion concerning 
LTARS 
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_ Uy. Greenhill observed that fran presented certain problems peculiar 
to itself and separate from those of our general regional concern, in view 
of the fact that (1) Iran 49 not associated with the Arab League and (2) 
tran is im direct geographical contact with the U.S.S.R, He stated that 
British interest in the country arises out of the Anglo~Iranian O11 Com ny 
concession in Southwestern Iran and thet the Pritish Government must eften: 
view Iran "through the spectacles of the AIOC", Since the ofl company ig 
the largest employer of labor in Iran, the British Government is very sensi= 
tive to ell laws ard movements affecting Iranian workers, That ettitude 
applies particularly to activities of the Ministry of Labor and of labor 
unions in Iran, and the United Kingdom were offering guidance with certain 
SUCCESS» 


Hr, Greenhill remarked that Iran's Seven Year Plan of Ecoromic Develop 
nent was "beyond all praetical politics" ond that the United Kimgdom felt 
forced to take a realistic view of economic prebabilities 4m Iran, British 
Sxade interests there are considerable, but Iranian suspicions of the United 
Kiagdom are such that few public requests are made for British advisers in 
the field ef economic development. Only informal economic advice has been 
given, and that gratis by British experts and by the United Kingdom Agrig- 
cultural Adviser im Cairo, The United Kingdom would, however, welcome the 
epportunity for cooperation with Iran in the develepment of its economy. 


ie, Greenhill was anxious that some headway be made by Iran in its 
“up-hill task" of economie develanment in order to reduce Iranian receptie- 
vity to Soviet ideas, iran would do well, he stated, to make some small, 
conspicuous program rather than continue to "mouth high=-sounding plans". 


fir, Dupn stated that the economie policy of the United States in Iran 
is to accord friendly assistance, in so far as possible and upon request, 
im Iven's efforts to raise living standards by democratic processes, That 
policy has the objective of creating sufficient economic well-being to 
Jessen the possibility of Iranian orientation toward the Soviet Union and 
to increase the contribution which Iren might make as a healthy member of 
the United Nations, While United States trade with Iran has not been of 
great importance fa the past, possibilities for the future are recognized, 
ta view of the recent purchase contract of Standard ef New Jersey with the 
410G, Iran has become important to the United States as-a source of petroleum 
supply. 


Mr, Dunn observed that United States economic policy toward Iran is 
evident in the assistance given to the Millspaugh Financial Mission during 
whe war and the Morrison-Knudsen Survey Group more recently. Experience 
gained in those two instances indicates that better results are obtained 
when economic edvisers are provided for limited periods and for clearly 
defined purposes, Kr. Dusn stated that the United States is prepared to 
support before the World Eank an Iranien application fer a loan to finance 
welleconceived projects, Tt is uaderstood that Iran's need for such a loan 
is great and thet ite ability to repay is adequate. 


tic, Greenhill esked for information on the present dimensions of the 
“orld Bank loan being sought by Tren and felt that any loan should be held 
to manageable proportions. 


ir. Dunn referred to the small projeets being undertaken by the Near 
hast Foundation in certain villeges near Tehran, From the success of those 
projects and in the light of Soviet propaganda in Iran, Mr. Dunn stated that 
consideration was being given ty the Department at the present time to the 
possibility of certain sample projects ia the fields of (1) health, (2) 
agriculture and (3) edult edueation, Bork ta those limited fields has already 


fa, 
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been suggested in connection with the use of local currency received from 
the sale ef surplus property in Jran and made available by the Fulbright | 
Bill. Further use of such projects would, of course, depend upon the dee 
sires of the Iranian Government and the financial abilities of the American 
Government.‘ In addition to providing an effective counter to Soviet pro- 
paganda, such projects would provide the impetus so clearly needed for Iran 
to embark upon an effective develepment program, 


lr. Greenhill expressed the view that such pilot programs would be, 
“vom all points of view, the most helpful sort of development scheme in 
which the United Kingdom and the United States might cooperate with Lran 
and elaewhere in the Middle East, 


Mir, Wright raised the subject of the usability of sterling accruing 
to Iran as royalties from the AIOC, 


Mr, Glendinning explained that sterling accumulations were now 100 per- 
cent convertible into gold. He added that a further source of foreign ex= 
@hange would be created if the director of the Bank Melli should follow 
through with his plans to devalue the rial and reduce currency reserves. 


iu reply to Hr. Deimel"s question concerning the availability of British 
capitel for investment in Iran, Mr. Christelew stated that the United King- 
dom would not be in a positien for possibly five years to provide any sub- 
stantial capital favestment in fran, tut that in the meantime the British do 
consider Iran a good market for their exports. 


tir, Greenhill remarked that “administrative tenacity" was, perhaps, the 
greatest need in Iran at the present time, He felt that such a quality might 
be achieved to some extent by cocperative projects undertaken by British 
and American firms on the one hand and the Iranian Government on the other. 
“he AI0C was felt to be a geod vehicle for such projects, having already 
undertaken sizeable developments in the fields of agriculture and housing. 
lx, Greenhill reeognized that such erganizations as the AIOC were, in fact, 
“a state withia a state” but that they do offer the possibility of setting 
examplea for national programs im Iran,. | 


Hr, Merriem cautioned that pilet projects should be carefully conceived. 
‘e referred to the accumulation of unused funds by the Saudi Arabian Govern 
nent from petroleum concessions and stated that plans were under wey to use 
them for general economic develepment. 


4m. Greenhill steted that royalties from the Iraq Petroleum Company 
are being used for capital projects to some extent. He felt thst such funds 
might best be used to raise the standard of traditional economic enterprise 
vether than embark upom new fields of economic activity. 


As relating to the subjects of the preceding conversation, Mr. Wright 
_ expressed the desirability im Iran of a cheap 04] stove which would provide 
not only economical heat for broad se Ynents of the population but would also 
save dung, wood, and fruit which are now wasted in the absence of such a 
atove, Mr, Greenhill indicated that experiments alomg this line were now in 
progress in Cyprus and the Sudan. , 


Mr. Robertson introduced the subject of relatious between British em 
pleyers abroad and employees going to the field from the United Kingdom. 
ir, Greenhill] stated that the AIOC and IFC were conscious of the morale 
problem amoag British employees in the field, He stated that both the plant 
nenagement and the British Coumcil have become more active in improving the 
attitude of Britishers toward their work far from home. 


Hix. Wright raised the question of the attitude of natives toward work 
with foreiga firme im the Middle East and observed that there was generally 
© ceiling imposed upon their advancement. Wr, Greenhill referred to British 


plans to speed up the education of natives so that they might qualify for 
higher positions. 
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Mr, Sanger described the efforts of Aramco to promote schools and sports 
as means of equalizing native and foreign employees, 


In reply to Mr. Cleland's question as to whether the provision of social 
services meant more real wages for labor in the AIQG, Mr. Greenhill stated that 
certain food and hospitalization are presently provided. Mr. Robertson referred 
to the Institute for Advanced International Studies as a worthy underteking 
for training Americans planning to work for United States firms abroad, 

Mr, Greenhill stated that, while contributions of foreign companies to the 
native economy were commendable, there was the implicit danger that the local 
authorities would adopt the attitude of "leave it to the oi] companies" and 
so dodge their own responsibilities, Mr. Rotertson indicated that such a 
practice was reciprocally bad for the companies themselves, 


Mr, Dung introduced the subject of the recently constituted company for 
the economic developmeat of Liberia as a possible precedent fox the use of 
private capitel in the development of countries of the Middle East. Mr, Bost~ 
wick discussed the organization of the new company, indicating the benefits to 
Liberia: 25 percent of the stock will be held by Liberia; and 10 percent of 
the stock will be set aside in an educational fund for the benefit of Liberian 
nationals. Liberia will appoint four out of the twelve members of the board 
of directors. Subsidiary companies will be formed and permit wider partici- 
petion of Liberian managemest and capital, | 

Mr, Greenhil] remarked that such a company, representing may types of 
business interests, seemed an excellent device for corralling private capital 
to participate in economic development abroad. He felt, however, that the 
Middle East atmosphere at the present time would be quite hostile to the con- 
cession idea, 


Mr. Fales inquired as to the availability of private Britiah capital for 
such enterprises. Mr. Greenhill stated that Britain had little capital to ex 
port at this time and that ii would probably be directed toward use im the 
colenies. 


: EGYPT 


Mr. Greenhill said that the Eritish regarded Egypt as the key to the Near 
East and are aware that whai is done there sets the style for the whole area. 
They are therefore concerned, apart from political considerations, by the 
present situation im Egypt. Although Egypt has great wealth, nevertheless its 
economy is unstable, ite balance of trade is adverse, and it is pursuing an 
uawise high price policy. The Egyptians are losing a large source of foreign 
exchange through the departure of Eritish troops from Egypt, in addition the 
Egyptian cotton market is dependent om the uncertainties of United Kingdom and 
European recovery while the whole future of cotton is questional£e im view of 
the development of synthetic fibres. 


_ The Government of Great Britain, Mr. Greenhill continued, is worried 

over the great wealth of a few Egyptians and the great poverty of the many, end 
the fact that because the Covernment is momopolized by the "few" 4t does not 
weicome social reform. Om top of this, the tremendous increase in the population 
presents additional problems. The solution of all of these problems through 
social reform must be achieved by evolutionary and not revolutionary methods. 

In this connection Mr. Greenhill emphasized (1) the importance of bringing about 
a change of heart im the ruling classes, (2) the necessity of encouraging the 
Egyptians to uadertake projects which make proper use of the waters of the Nile. 


Mr. Greenhill said that he knew of nothing new in the way of plans deal- 
ing with the use of the waters of the Nile beyond the series of plans which hed 
been worked out over the past many years. The British are now at a great dis- - 
advantage in trying to bring pressure om the ruling classes and the Government 
of Egypt in connection with any problems including the develepment of the Nile © 
Valley. He mentioned that there is am American company (J.G.White) which is 
iavolved im the Lake Tana phase of the Nile develepment plam and that therefore 


om this phase of the development ea certain amount of initiative could come from 
the United States, 
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al Mr, Cleland of DRN was anked by Mr. Merriam to comment, on the population 
problem in Egypt, and he said that the growth was such that the population there 
was doubling every 60 years. Mr. Cleland felt that there was probably no cure 
which could be effected inside of severel generations because of social atti- 
tudes and poverty, and the fact that the peasants have a feeling that the more 
childred a family has the richer it is. He felt that the rate of growth could 
be slowed by the amelioration of poverty and better management of resources, 
such as the starting of local industries and the planting of mlberry trees, 
He also suggested that action could provide outlets for Egyptian population 
abroad and cited the expansion of: land in Iraq and improvement in the Sud area 
and upper Egypt. He went on to say that one idea which had been suggested was 
that no new estates be created of over 100 acres. Mr. Cleland said that he 
would like to hear a discussion on the subject of moving Egyptian femilies to 
Iraq and other parts of the Near Bast. 


Mr. Greenhill said that all of this points to the need of initiative on 
the part of the Government of Egypt. He stated that there were those who said 


with the Egyptians. As an example, he cited the i1 to Combat Ignorance, 
Poverty and Disease, which wes founded eighteen months ago and which has done 
elmost nothing since then. As a further example he said that the British had 
been pushing the Lake Tana scheme for some time but that the Egyptiens continue 
to hold back on it. 


Im the opinion of Mr. Greenhill the King offered a possible medium to 
etart things aoving in Egypt because Farouk has dome well in the develepment 
of his own estates. Mr. Merriam agreed, but felt that it is difficult to think 
of any individual who could get things going in Egypt and suggested as a pos- 
sible alternative some international organization. He reminded those present 
that the Egyptians have introduced a resolution into the General Assenbly look- 
ing to the setting up by the United Nations of an Economic Council for the 
Middle East. The United States he said was doubtful about the benefits of such 
@ Council which might have to include the Russians. 


Mr. Greenhill said the British had thought that the idea of an Economic 
Council for the Middle Hast was a good one if it could be made to work, tut 
thet he was afraid it might fall into the wrong hands and become essentially 
politiéel in character, He felt, however, that we should look sympathetically 
towards the setting up of some international body to help the economic develop- 
ment of Egypt because, in hie opinion, the Egyptians no longer expect economic 
guidance from one country alone. The Economic Secretariat of the Arab League 
had possibilities if it could be made to work properly. Mr. Greenhill asked if 
‘Azzam Pasha had given any indication about the development of the economic side 
of the League. To this Me. Merriam replied thet Azzam Pasha had said he hoped 
to see the economic side of the Arab League developed. | 


The conversation then turned again to the possibility of a Nile Valley 
authority and Mr. Greenhill eaid that there is at present coordination over the 
whole length of the Valley because the people working on it all know each other 
and are friends. Thus it may be said that a Nile Development Board already 
exists, The British have a development group im Uganda. Plans made for raising 
the level of lakes Victoria and Albert to help Uganda clash with plans to use 
this water for Egypt. Dr. Hurst (the British expert on the subject) hae made 
an extensive plan to have Lake Albert the main reservoir for water for Egypt, 
while the Uganda plan calls for splitting this reservoir between Lake Albert and 
Lake Victoria and would probably not produce enough water for Egypt. A compro- 
mise scheme ig being developed om this and out of these discussions the British 
expect that a Tethnical Board will emerge made up of the same people who are now 
working om the problem. This would be the nucleus of a permanent group for 
Nile research and would be made up of British, Egyptians, and persons represent- 
ing Uganda and the Belgium Congo. Ou the technical and working level problens 


such as the location of the main Dem in the Sudan or in Uganda have been worked 
out, La 


Mr, Cleland pointed out that trouble develops when these problems are con- 
sidered politically, and Ur. Greenhill replied that for that very reason the 
British are thinking of setting up a purely technical board, Nile projects have 


been worked out om paper which will take until 1980 to complete and many of them 
have received 


generel approval, although some projects such as the macvey of the 
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D Sebat river, which is held up by theBfhiopians, will require general accord. 


The fact that the Ethiepians want to make a political issue out of the Lake 
sane Dem may account for thiz. 


Mr, Cleland said that the Egyptiens are fearful of finding the Nile 
Valley tee much under British eontrol which in a technical way could be used 
against Egypt and he wendered how America could fit inte the devel nt of 
the Nile. Mr. Greenhill replied that America fitted in first ef because 
of the Lake Tana Dam Project, J. G. White & Company had made the survey for 
this and should therefore build the Dam, Furthermore, America could fit into 
the develepment of the Nile by providing technical help, He said that Hurst, 
the father of Nile research, and Black, his chief assistant, are both old 

and are fearful that Egypt if it acts independently will be unable te carry out 
an efficient direction of the Nile Department. He pointed out that a very able 
Britisher is Adviser to the Sudan Government on the Nile and that the Govera- 
ment of Uganda has technical staff. 


Mr, Cleland suggested that what Egypt really needs is a strong moral back- 
iug on this and other projects against the politicians, and that the British 
have provided this in the past by being inside Egyptian departaents. Mr. Green- 
hidl said that the day is past when foreigners can serve inside Egyptien depart- 
ments and that in the future it will be pessible only to have European citisens 
attached in an advisory capacity to various Egyptian departaents. 


: Mr. Merriam pointed ovt that the Government of Egypt hed made no approach 
to the United States. To which Mr. Cleland remarked that if sufficient finan- 


clal inducement were made he thought the Egyptians might turn te the United 
States. 


Mr, Merriam told Mr, Greenhill that the United States has favored the 
idea of a Nile Valley authority in e general way. 


Mr, Greenhill was happy to hear this and said that when there is a change 
fer the better im United Kingdom-Egyptian relations Great Britain aight 
up the matter of a Nile Valley authority. He seid furthermore that the British 
had no objection to a US consultation im any such organization. The Belgiuns 
have been kept informed of developments connected with the Mile Valley euthority; 
however, raising the lew] of water doas not affect the Belgius side very much 
because the western banks of the lekes are high. 


Mr. Cleland thought thet if a neutral chairman could be found for the Nile 
Valley authority; if dollars were made availabe; and if Great Britain would 
back the project, Egypt might go along. 


Mr, Greenhill replied that he did not think Egypt would favor a neutral 


chairman because they would not be willing to give away control ef their life 
line im the Nile. =e 


ur, Greenhill said that the Britiah were umhappy over the fact that they 
were losing touch with the rising generation in Egypt, and that there was little 
contact now between the British there and the students. He mentioned the fact 
that there were over thirty vacancies in Egyptian universities which hed not beer 
filled by United Kingdom and United States teanbers. Mr. Greenhill was told thet 
the United States was aware of this need, but that the problem of salaries wes 
such that the United States had not been able to find capable teachers. Mr. 
Greenhill said that about £800 a year had teen offered to Britishers plus a amall 
iiviag allowance as pay for teaching in Egypt. Although there might be sone 
friction under the present circumstances he felt the problem could be worked out 
and he emphasized that this providing of educators was, in his opinion, snch the 
cheapest and best way to influence the students of Egypt, and to mold public 
opinion, He felt it far better than the use of radio or other propagands media, 


Mr. Cleland agreed with him and said that most of the American meabers of 


the staff at Fuad I University and some of the British teachers have aixed well 
with the students and have been popular. 


When Mr, Greenhill asked if the United States Government had considered 
subsidizing US teachers in Egypt, he was told that thie was not possible until 
the passage of the Mundt Bill. Fullbright Bill funds ere available but are small 
and are not in dollars. 
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There being no further questions the meeting then adjourned. 


MEBTING OF OCTOBER 27, 1967 
SYRIA and LEPANON — TRANSJORDAN 


: im opening the meeting, Mr. Deime) stated that as Mr. Merriam was absent 
op account of other business today, the order of discussing countries would be 
revised slightly, so that Ethiopia would be substituted for Saudi Arabia. 


Mr, Greenhil2 stated that the following factors enter inte basic United 
Kingdom policy regarding the Levant States: 


The natural resources of the area are snail and largely undeveloped, | 
principally in agriculture and oil, which are long ters projects, The British 
firm of Alexander Gibb has completed an economic survey at the request of the 
Syrien Government and is now engaged in the same work in Lebanon, The Syrian 
survey included a suggested ten-year program which would cost 60,000,000 
Pounds Sterling, and recommended the setting up of a Central 
Board simider to the one envisaged in Iraq. Hr. Greenhill said that Gibb & 
were acting in a private capacity and enjoyed the noraal support of 
the British Government. He considered the resources of Syria and its budget 
too limited to justify an expenditure of such magnitude, although some features 
of the program were good, 


Mr, Greenhill thought that the administration of Syria had suffered by 
the withdrawal of the French and by the low standards of administration. The 
French had been’ suspicious of British policy in the Levant States, Im defere 
ence to the French, the British have not sought to displece thea, he stated, 
although im the present year this policy has gradually been changing. The 
United Kingdom considered the Levent States to be linked to the franc, and 
their request to join the sterling tloc had been rebuffed. 


Mr, Greenhill also mentioned the importence of the traditional link 
that the Levant States constituted between the Arab world and Western thought, 
and said he considered it fortunate that American traditions of education and 
thought hed played a part. Hs expressed some concern as to the possibility 
of communist influence infiltrating the AUB, as Beirut is the center of 
communist activity in the Middle East, 


Mr. Greenhill summarized British objectives in the Levent States as 
follows: 


1. As an exporting nation the United Kingdom sought to 
trade with Syria and Lebanon, and looked forward in future 
to trading in that area. The United Kingdom would tuy food 
from there if prices were more in line with world prices. 


2. The United Kingdom favored the promotion of agricultural 
development of Syria for the benefit of the Middle East 
and also possibly with an eye to the United Kingdon's om 
food requirements. This development would require capital, 
which might come from a World Bank loa». 


3. The United Kingdom favored the extension of Anglo-Saxon eulturel 
activity to prevent the spread of communism, The British Council 
and the AUB had been active in this respect. 


4. The United Kingdom sought to promote administrative improvement 
and economic stability by providing experts and advice. Is this 
endeavor the British were affected by existing commitamts in 
Iraq and other parte of the Middle East which hed a prier claim. 
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_ dm the general discussion which followed, Mr. Satterthwaite said that 
he did not think that the AUK students were being influenced by communisn, 
er that the AUB wns a source of danger in this respect. He thought thet the 
AUS could, im fact, be of considerable help in conbatting communisa, Mr. 
Gleland comnented that with only one or two exceptions the students of the 
American University at Cairo had not been influenced by communists. 


In reply to Mr. Satterthwaite’s question as to how the Levant States 
had stood the economic shock of British wilitary withdrawal, Mr. Greenhill 
said that they had teen affected in tuo vaya: by the cessation of payrzents 
and by an increase in skiiled unemployed. The latter were generelly of a 
type that might make trouble, being particularly susceptible to communist 
labor influence, 


Nr, Greenhill described the organization of the British Middle East 
Office im Cairo briefly, and said that although its development hed been 
slew at first, due to the difficulty éf assembling the right people and also 
because of political reasons, it was now past the initial difficulties of 
eatablishzent and was well booked-up for work ahead, He explained that 
the pool of experts in the BMEO hed no set woy of operating, but that they 
were invited by the Middle Eastern vovernments to undertake various jobs 
and that this often led to the permanent employment of British or other 
foreign advisers, as, for exemple, following the inspection of the Iraqi 
Agriculture Department by Sir Hubert Stewart. Mr. Greenhill remarked on 
the presence of several Auericen agricultural experts in Syria and said 
that hs hoped they would feel free to consult with the EMEO agricultural 
expert im Cairo. Mr. Greenhill aleo commented thet if for reasons of 


economy it was suggested that the BYZO move from Cairo to.London, this would 
be resisted. 


br, Satterthwaite commented that it hed been our experience during the 
war that there vas a tendency on the part of Middle Bastern countries to 
resent a regional. type of office at Cairo. Although such an office was use- 
ful om the technical level, the Department preferred that the regional ap~ 
proach ce from hashington. : 

Ky. Cleland asked whether economic development could be promoted through 
cooperation with the Arab BReague in providing experts and advisers, ets, 
Mx, Greenhill thourht it questionable whether the Economic Secretariat of the 
Arab League would prove very usefvJ. in this direction, because of its ten- 
dency toward exclusiveness, i.2., an attitude particularly on the part of the 
Egyptians, that foreign experts are not needed. Nr. Satterthwaite said he 
thought that, an a practical matter, the principal usefulness of the Secretariat 
might be the exchsnge of information. Ur. Boardman commented that he hed 
found that there were no competent economic people in the Arab League Secre- 
tariat, but that he hed heard Hy. George Hakim and other Middle Eastern eco-~ 
nomic experts express keen interest in cventuslly accomplishing something. 
As present tae Secretariat had not established a committee for regional con 
sideration of needs, On the other hand, they do heve a committee to draft 
a wniforn coxupany law. Justice Tabet of Lebanon was working on this project, 
Mr, Boardman said, and he had expressed his dislike of the Egyptian Company Law 
because he felt that it would discourage foreign investment, _ 


Kr, Greenhill observed that the heart of the problem was to induce the 
Hiddle Eastern countries to take action along the right lines and to have the 
initiative core from themselves. Hr. Cleland suggested that it might be pos- 
sible to have foreign experts vork in the Middle East through the Arab League, 
in such a manner that the Arab League would get the credit for the accosplisye 
neat and thus not feel resentfvl of fectern assistance, 


Mr. Fales asked whether, in view of suspicion in the Middle East of 
Greet Power advice, it might be possible for Swedish or other small nation 
advisers to be utilized. Mr. Greenhill said that there were a few Svedish 
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and Pelgian advisers in the Middle Kast, but that neither country had shown 

any particular interest in providing advisers or experts, Mr, Satterthvaite 
commented that Sweden would hesitate to show interest along these lines be- 

cause of its political situation vis-a-vis the Soviet Union. 


Mr, Greenhill characterized Transjerdan as a rather small and barren 
place, whose economic raison d'etre was not always easy to see. The country 
was in need of money, it would receive ofl payments im the future, and the 
development of phosphate aines by a joint Transjordenian-British company 
might provide some economic strength, It would be desirable to improve 
agricultural practices. The employment of the Jordan waters would very micii 
concern Transjordan, Mr. Greenhill noted, and any future set up for Palestine 
would necessitate some form of international organization to regulate use of 
the waters. it present, ‘ir. Greenhill said, Transjordan is suffering frow 
severe drought and has asked for support of its claim for assistance from 
the International Emergency Food Council, 2 genuine claim that should have 
syapathetic consideration. 


ETHIOR TA 


Mr, Greenhill stated that at the present time the United Kingdom is lose 
interested im Ethiopia, both politically and economically, than in the Arab 
States. The reason for this relatively low priority rests in the fact that 
Ethiopia has less urgent problems than the Arab States, and the United Kingides 
does not feel that any great use of its limited resources is warranted in 
Ethiopia at the present time. In general, Mr. Greenhill explained, British 
policy toward Ethiopia might be summarized as encouraging the Luke Tana prejest 


and furthering, in as far as possible, a progressive, stable Ethiopian Govezr< 
meat. 


While Ethiopia is believed to be very rich in natural resourses, the ex= 
tent of ite wealth cannot be definitely determined urtil a thorough survey 188 
been made and, in Hr. Greenhill's opinion, it may be found that Ethiopia's 
wealth has been exaggerated, He expressed the opinion that the country's 
agriculture, which sprang into importance during the rar, will not be maine 
tained at the war-time level due to relatively high Ethioplen prices, Mr. Felmev 
stated that apparently American privete capital is interested in aiding Ethiopia's 
development and in the country’s commercial prospects, but that this did nct seem 


to be the case as regards United Kingdom private capital, an observation to which 
Mr, Greenhill agreed, : 


Great Britain's political interest in Ethiopia stems partly from the fact 
that African native opinica in Nigeria looks to Ethiopia es an exeuple in judge 
dag Western influence. In this regard, the United Kingdom has tried to inflnence 
Ethiopia to improve its governmental administration. The Ethiopians, Er, Greene 
hill pointed out, are difficult to deal with, and the terms under which forsign 
advisers are employed are generally highly unsatisfactory. At the present Line, 


the United Kimgdom’s major aids to Ethiopia are in the medical, military, end 
judicial fields. 


Mr. Greenhill stated that the United Kingdom Government 1s most anxivu: that 
the Lake Tane dam and subsidiary works te undertaken ae soonas possible. This dee 
sire stems mot only from the United Kingdom interest in aiding the development of 
Egypt but also from the fact that the scheme will be of benefit te the Ethiopian 
econoay, Hr. Greenhill stated thet the present status of the Lake Tana program 
is as foilowz: The Sudan and Egyptian Government experts have agreed on a program 
at the technical level and have presented their technical plana te the Epyptian 
Government for approval, As soon as Egypt agrees to the preposed program it 
is planned that Egypt and the United Kingdom will open conversations with the 
Emperor; the Scdan will not be represented directly but as advisers in Uniied 
Kingdom and Egyptian delegations. The plan which has been vorked out by the 
United Kingdom embraces beth the method of’ appreack which will be made to the 
Emperor ss well as the specific benefits such as, public roads ete,, which «73! 
be made available to Ethiopia. Mr. Greenhill stated that for reasons diffssit 
to deteruine, the Egyptians have been orocraatineting as regards approving %1° 
technical plan, He expressed some anxiety that the Emperer might use the Lace 
Tane Plen as = lever for obtaining irrelevant political ends, and he expres: 
doubt that the Emperor will diseuss Lake Tene as a single separate matter. ‘4r. 
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parties that the J. G, White Company would construct the Leke Tanm dam. He 
expressed some. concern, however, regarding the procedures by wh$ch the J. 

G. White Company would be recompensed for its work since the United Kingdom 
will be unable to advance Egypt any doller credits for this project. He 
estimated the cost of "stage one" of the project =< i.c. the dam alene, with- 
out the subsidiary works such as public roads = at four and one half million 
pounds sterling of which perheps 45 to 50 percent would be payahle in 
dollars, 


Mr. Greenhill expressed the opinion that the United Kingdom has no 
objections in principle to the Sinclair 011 Company in Ethiopia, reiterating 
that the United Kingdom welcomes any activities which contribute to the 
Ethiopian economy and to the stability of the country. The question was 
raised of difficulties which might arise in connection with a pipeline, if 
oil is discovered, but it was agreod that the pipeline, which presumably 
would be international in character (traversing French or British Somali- 
land or Eritree depending upon the location of the petroleum), could be es- 
tablished under the procedures used in the Middle East, Mr. Robertson . 
expressed the belief that discovery of oil in Ethiopia would raise certain 
problems both as regards Sinclair end as regards the Ethiopian Government . 
In this connection, Mr. Greenhill wholeheartedly approved Mr. Robertson's 
observation of the necessity for maintaining an exchange of views between 
United States and United Kingdom on petroleum matiers. ir. Greenhill added 
that there ig a general trend towards tightening up of concession terms on 
the part of Middle East countries, a development which addsto the ese 
sentiality of maintaining close touch. Mr. Rotertson inquired regarding 
the arrangements of IPC whereby a certain percentage of the royalties 
accruing to local Hiddle East goverments are diverted to public welfare 
projects, and expressed the opinion that such an agreement would very likely 
be required in Ethiopia if oil ie discovered. 


ir, Paluer suggested that the paucity of transportation facilities as 
woll as their high cost may be the crux of Ethiopian economic difficulties. 
The Ethiopians, he pointed out, cannot maintain the elaborate road system 
constructed by the Italians, and general deterioration is proceeding rapidly. 
He suggested that perhaps the Ethiopians should concentrate on maintaining a 
few basic roads. In addition, the one railway which serves as an outlet for 
Ethiopian products hes one of the highest freight teriffs in the world. These 
factors render it most difficult for Ethiopain products to compete on the 
world market. Mr. Greenhill concurred in this observation adding that perhaps 
graft should be included as one of the basic causes of economic difficulties. 
The transportation situation, it ras felt, will become increasingly critical, 
although thia problem might be ameliorated if Ethiopia acquires an outlet to 
the sea through territorial adjustments, of if the French establish a free 
port at Djitouti, 


Hr Palmer observed that the Ethiopian educational program is not only 
quantitetively lacking but qualitatively it is at fault in thet exaggerated 
emphasis is placed upon the liberel arte rather than practical vocational 
training, Kr, Greenhill, who agreed with this opinion, stated that the United 
Kingdom plens to establish a medical school in connection with a hospital which 
the Ethiopians hope to construct, The Emperor, he said, is attempting to es- 
tablish a fund for the construction of the hospital, tut the success of this 
plan is somewhat in doubt due to the fact that the fund is currently £40,000 
shy of the prerequisite amount and the Ethiopians are experiencing great dif- 
ficulties in overcoming this deficit. Russia currently has a madical mission 
consisting of approximately one hundred people in Ethiopia, tut activities 
of the mission are largely nil due to the failure of the Ethiopian Government 
to provide housing. Mr. Green characterized the various medical mission acti- 
vities as a "disturbed muddle" end stated thet, in his opinion, the authority 
of the Ethiopian Ninistry of Health should be increased rith the view of co- 
ordinating the activities of the various medical nissions. 


Fa 


- omy ies 
2 Jie SeGHis? 
once praeeerws Comes 


OTL BOR ZT ot er ae Td — £9 
Be IN OF OG POISE 
See BR IE Uy WS) 


tix, Merriam gaid that im the opinion of the Devnariment the Arabian 
Asevisan O34 Gosreany hed done @ ver good Joh in develeping the o3] of Saudi 
Avabia. oe ie now ap te crowned 270 2,009 barrels per day, *ut the 
radiding of a pipeline te th: ier aang wil te seeded to bring up prow 


duction te 500,000 tarreis 2 dey, shich is the present goal. Senator Wherry 
ig vow investipeting this plociine but appears to be ecnvineed of its eventuas 
daaira di iiliy . 
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ay, Herrigm said thet officecs im the Department of Stete vorking on 
Arsbla were worricd over the oe syaten which has grown un between 
can, Ttalians and Saudis rerking on the oil const. He said taat the 
oil ¢ compray Wag aware of the situation and cuilding better houses and ex- 
panding vechmical education for tha notives, Golonel Eddy, former United 
States Minister to Saudi Arabia, has been hired by the o11 company to help 
in this, The beekgroun? and nresent situetion at AL Kherj, the United Stetes 
oa ‘arm south of iyack, was eapisined to Mr. Greenhill and he was 
1 that avout sixteen Americerns are now working there on the payroll of 
ARARCO, which is ia turn reiminised by the fing. The Government of Saudi 


pe 


Svabla is so vlesecd with the enecess of this example of modern farming 
technique that four smaller moded Tayme are to be started near r Jidda, Taif, 
Sofur and Katif. 
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ine Laekpround sna preeent. situation tecarding cailroads in Saudi 
“eabsa.was then diseuseed, includizg the strong feelines of the King in 
faver of railroads snd the fact that the igh eeea-ohe Rank had paid for 
vn investigation which nad favored « railroad from Dammam to Riyadh, When 
asked to famance thie railrosd the American Government had told the Saudi 
ivaplans that if ieeal found this money @lseshere the Export-Import Bank 


would advance apore seine 45,099,000 far other projects, Mention was 
Sifo made of the Pact thet tree fing hed esked for a survey of 4 ruilroad 
trom Hecen to Jidde te Hedine und that he wanted the old Hejaz railway 
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Me, Merriam siso said thet the Popertsent of State was unhappy over 

the shaotic condition of the ba.64 fens vhnich is on the edge of bank- 
suptey ja spite of of] reyaltles weich are now vunning at the rate of alnost 
20,000,000 a year, ir. Senger felt thet thin was pertly due to the ox= 
SPavagance of the Roya family and p apn to the unserupuloua behavior of the 
werehents., 4 was indteates thet the Longe tine pega wae education of the 
dyvabian princes. it was also thousht desirable that the Covernment of Saudi 
Arabia take eon sn Zurovean Zeonemic Adviser, In the pennies the Department 
ei State waa lcoking for a sniteble Ban to go to the American Legation in 
ridde ag. &n beorowaie Counseler. 
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' qdestion of court procedure fer Luropsans in Saudi Arabia under 
Yeranic law WAS A iaiievinaar and ‘nr. Greenhill was told that the American 
Governuent fa planning to pave cevernl Seudi Arabian judges visit the United 
otetes im the neax future to observe how justica is administered here. 
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By. UxeEsnaliL gaid thet ke Bppnenic tes this exposition of the American 
interest in Gaudi Avebis. Us poinied ont thet the prinary British interest 
+ the ecountsy yas pel ‘ead wt onat His Bajesty's Goverment wee also inter 
ated fn enserving the impect of ABANGO on the economy of Arable, He said that 


sone of the solvtions to problema in Saudi Arabia worked out by ARAMCO can te 
applied te other countrdes tr the Widdle East. 


ip, Gesenhili went on to ray thet the United tiagdom was interested in 
Saudi Arabia ag a market for foods und that he understuod that the Government 


goin he 4 


of Cava. frable is awarding contracts to various countries, other than the 
Ved States, te mentioned the fact that Hesars. {G. H.) Gellatly Honky had 
enarced the contract to bring water to Jidda. 
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Great Britain, he aeid, is interested aleo in Saudi srabia's medica: 
picture and has supplied en ophthalmolegist to Jidda, paid ty the Saudi k3o0 
Arabiar. Government but equipped with British surplus materials. In addi- 
tion it seems the Saudi Arabian Governnent ranta to get the quarantine fec:- 
lities for the pilgrims coming to Mecca into its own hande. The King, it 
seems, wants this work handled entirely by Hoslems tut the British have 
told his they should not insist on this. 


Mr, Greenhill said that the Rritish agreed with the United States, 
that it would be desirable if the Saudi Arabians took on wore advisers, such 
as dectors and technicians. He pointed out the desirability of drawing up 
a standard contract like the standard contracts which heve proven so success~ 
ful for Europeans working in iraq. 


The British Military Mission at Taif is working out satisfactorily ac- 
cording to Mr, Greenhill. Am official civil aviation mission is for conven- 
4enoe run by a British comercial concern called Airfork, it is training 
about fifty Saudi Arab light plane pilote a year, 


Kr, Greenhill seid that the ARAHCO approach to the problem of openiny: 
up Saudi Arabia seemed to te generally satisfactory, and he approved especially 
of the Agricultural development at Al Kharj, He said thet if Mr, Edwards would 
call on Sir Herbert Stewart in the Agricultural Section of the Middle Hast 
Office he felt sure that a desirable exchenge of information would take piece. 


At Mr. Merrian's request Mr. Sanger explained the situation at Dhahran 
Airpert, mentioning particularly (a) operation of the Base by the United 
States Aray, (b) the expanded program of training Saudi Arebs to operate “lie 
‘Airfield, (c) the problems raised by increased BOAC,KIM, and AirFrance 
traffic through Dhahran and the fact that the Savdi Arabs have been asked to 
take steps to provide restaurant facilities, sleeping accommodations, and ze- 
chanical aid to Dhohren, It was the absence of these facilities which mace 
it mecss*-ry for tho United States to tell the Airlines of other Governments 
thet if @wyuced Dheahren they mst provide their own facilities. 


Mr, Greenhill said that this was understood by the Rritish authorities 
and that the reason for the present influx of British traffic at Dhahran wes 
because they wanted to keep the POAC off the field at Shaibe in Traqo 


The fact that representatives of Gellatly Hanky had been to the United 
States recently to help the Government of Saudi Arabia buy needed food was 
brovght out by Mr. Greenhil1, and this led to a general discussion of Saudi. 
Arabien food requirenents, 


Mr, Deimel brought up the problem of doller shortage in the whole Middle 
East area and Mr, Christelew eaid that ‘his dollar shortagewas part of the 
world wide dollar shortage and thet the United Kingdom could no longer eachange 
dollars for pounds, He said that the countries of the Biddle East could either 
earn dollars by direct sales to the United States or by exporting to the United 
Kingdom which could then export to the United States. fre importance of Middle 
Bast ofl, dates, cotton and phosphates were mentioned, Hr. Christelow said that 
the whole Middle Fast banking syste nceded overhauling; that wealth is too con= 
centrated in few hends and thst there is too much taken for lumries. it vas 
brought out that the State Department had not approached the problem of increas- 
ing the dollar carnings for the Kiddie Bust area as a whele, but it had rather 
leoked for increasing earnings of dollars by individuel countries of that area, 


ir, Merriom outlived United States-Yemeni reletions including Harlan 
Clark's trip to Sena'a of 1945, Colonel Eddy's mission of 1946, Minister 
Rives Childs' trip to Yemen to present his credentials in 1946, and Herlan 
Clark's trip in the spring of 1947. The visit to the United States of Prince 
Abdullah in the sumier of 1947 was elso touched oa particularly as leading up 
to the admission of Yemen into the United Nations. Although certain 01]. con 
panies from the United States were knoxn to be interested in Yemen, littie con- 
crete had as yet developed in United States-Yemeni economic relations. 


On the subject of Yemen, “Yr. Greenhill seid thet British reletions «with 
that country were "thin", larsely due to frictior over tie souidecy Le brcr 
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Zemen end the Aden Protectorate. He said thet the British vere doing a certain 
anount of antielecust work in parts of Yemen and that he understood that sere 
tain Egyptien firms were interested in port development of the Red Sea coast of 
Yeneuo 


KUWAIT 


In relation to Kuwait Mr. Greenhill said that the development of of] was 
expanding rapidly, that royalties might acon amount to 45,000,000 a year and 
' that the real problem was how to direct this wealth into constructive channels. 


When Mr. Merriam imquired about the political agents in Kuwait and the other 
British protected states of the Porsian Gulf, Mr. Greenhill said that their 
administration was being moved from the Indien Office to the Foreipn Office as 
of April 1949, and that most of the personnel were staying on. 
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A general discussion follorved in which it was brought out that in the pre- 
war period the chief Middle East need was for agricultural products while now 
the demand for much light and some heavy industrial equipment hed increased 
greatly, but that tho Kiddle East was having difficulty in getting what it 
wanted. Mer, Merriam suggested that the area is paying fos the war by not being 
able to get what it needs, Mr. Greenhill agrced to this and added that most 
4iddie East countries were making the mistake of keeping their prices too high. 
iy, Beach said that it was interested to note that Egypt was now using ofl 
bought with dollars rether than using coal frou England for pounds. This brought 
up the question of the financing of development in the Middle East, specifically 
the question of how the construction of the Lake Tana dam and road project by 
J. G White and Company would be financed, The World Bank was sugrested as a 
medium for this, and Persie and Iraq were cited as classic examples for World 
Bank loans. The desirability of getting started on tio Lake Tana project was 


emphasized. It was thought that Egypt as a member of the World Bank might apply 
for a loan. 


Hr. Beach suggested that the industriel reconstruction which will take place 
ja Europe uncer the Marshall plen should help the Middle Bast, e.g. cotton pur- 
chases from Egypt. Hr. Greenhill agreed, but said that Egypt had been buying 
heavily in the United Kingdom since the end of World War II, 


Mr. Greenhill said that he thought that His Majesty's Government's view 
would te that the Economic Secretariat of the Arab League should be boosted with 
the reservation however, that the Arab League did not become a political weapon 

_ and with proper assurance that its work was vell conducted and directed, 


Mc, Merriam agreed audi said that it was unfortumate that the activity of 
tae Arab League had so fer been largely political, He felt it would be desir- 
able to have the economic side of the Arab League hire foreign advisers. Azzam Pash 
he said had spoken of his desire to strengthen the economic side of the League. 
She United States would prefer a strengthening of the Arab League's economic 
wachinery rather than introduction into the Middle East of the econogic machinery 
of the United Nations, hir, Greenhill said that Azzem Pasha talks with "tro 
voices" and that his political voice is often difficult te reconcile with his 
constructive economic suggestions. 


Mr. Merriam said that if the dollar shortage in the Middle East should be 
long continued, the Arab League might be an uppropriete body to tackle the problem. 
Obviously some Areb countries would earn more dollars than others: Saudi Arabie 
& great many, Syria very few. The Arab League might gstablish priorities for 
dollar needs and thus “spread the ezony" more evenly. It was agreed that this 
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idea had possibilities but that it would be eomenhat difficult for the Arab 
countries to work out standards of comparison, 


Bhen Mr. Boardnen brought up the fact that the Egyptians had proposed 
the establishment by the United Nations of an Economic Committee for the Middle 
East, Mr. Herrian pointed out that would raise the question of Soviet represento- 
tion om such 4 conmit‘ee, He said the United States delegates had talked to 
the Persians, Turks and others at the United Nations and did not plan to oppose 
the present Egyptian proposal vhich is for a study of a Middle East Economic 
Committes and not for the actual establishment of such an organization, 


#r. Boardmen said thet he felt that the coming conference in Havana of 
the International Trade Organization offered a chance for the consideration of 
Hiddle East economic prohlems on a regional basis, particularly in reference 
te customs and preferences, Mr, Greonhill agreed and thought that the con- 
ference of the Food & Agricultural Organization, which is to be held in Cairo, 
&lso had possibilities in this direction, He felt that the United States and 
British representatives to that conference should keep in close touch with 
each other, 


Hr. Deimel asked if the Arabian countries appeared to consider that they 
would benofit by the International Trade Organization and Ur. Boardman replied 
in the affirmative paying that Lebanon, which had done much of the spade work, 
was particularly interested in the problems of economic development. and pre- 


ference which will be trought up at the International Trade Organization 
meeting. 


Iu closing tir. Merriem said that this marked the end of the present series 
of talks which the American side had found most pleasant and most useful. Mr, 
Greenhill thanked Hr, Merriam and the other State Department officers for their 
helpfulness in the talke, which he and his British colleagues hed aleo found 
most pleasant and stimulating. He hoped that they would be the beginning of 
future exchanges of information on the Middle East area, where he felt Great 
Britain and the United States had comaon objectives. 
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SUBRARY MeMORANDUH OF TRYORMAL CONVERSATIONS | = 
RELATING TO SOCIAL AND ECONOMIO AFFAIRS IK 
THE HINDLS EAST 


Washington, October 23 to 30, 1947 


r 


Opportunity for informal eachanze of views and information and discussion 
of social end economic effeire in the Middle East was efforded by the presence 
in Washington of Mr. Penis Greenhill of the Middle East Secretariat, British 
Fereign Offics. 


By12 ndvantage vas takon of this opportunity through « series of frank ; 
and jnformel taille attended by reproseutatives of: the Eritish Treasury Delegation 
in Nashington {¥r, 4, Christelow), and of the Briiish Ertaasy ia Kashington 
(Mr. Anthony BE. Percivel), in eddition te ir, Greenhill; and by representativas 
of the intersstsd offices of the Department of Stute, nanely the Offices of 
Rear Exustern and African Affuirs, of European Affairs, of Financial and Economic 
Develepuent, of International Trede Policy, of Transport and Communications; of 
Information and Fdusationel Uxcheange, cand of Intelligence Research, 


The subject of Britivzh and Americun interest in the social and economic 
affairs of the Niddle East and in the cuisine of living standarda in thst area 
had been raised in a wemorandus tranamitted by dr, Devin to the Secretary of 
State at Moscow in Merch 1947, Further exolanations of British views and fatere 
eets jm the subject had been cormunicatad in informal conversations between 
Ur. Greenhill anc a representative of the Azcrican Embassy at Lendon. Previously, 
in the spring of 1944, British and American interasts in the Uiddle East had been 
revyieved ja informal convorsations held in london between Mr, Valiece Murray, 
Director of the Office of ear Eastern cud Africaa Affairs of the Department of 
Stete snd officiele of the Dritish Forei¢n Office, Pursuunt to these converse~ 
Hiens, parallel inetruutione had beon transaitied by the Foreign Office and the 
Sapartment of Stete to the sritish and Amarican Ciplomatic missions in the Middle 
Fast in april 1944. Theee insteucticns ealled upon the respective British and 
Anerieccn Siselons at each post to arrange for the conduct of Anglo-American 
relations throughout the srea in a spirit ef cooperation based on muituel frankness 
and goodwill, 


The informal convergations held in washington in Cetober 1947 again denonstretec:’ 
the ugsefuiness of frank ond full informal exchange of viaws and informetion between 
British and fAusriean represoniaiivee with seference to matters of mtuel interest 
involved in the social and economic aifairs of tho Hiddle East. 


ei 


The point of departure was tne conviction that tne maintenencs of security anc 
wranguillity in the Middle Best is a uccegsary condition of world poacs, A pre» 
saguisite for the maintenance of security end tranquillity in the Middle Eest is 
une roising of the sociel, culturel and aconemic atendaris of the pooples of the 
area, If these standards ure to be raised there wust be constructive foreign ine 
Fiuences in the Middle “ast, Tt ia considered that Great Rritain and the United 
States are among the countries of the world which are in ths best position to 
exereise sien consbructiva influences desizned to further the interests and welle 
~ding of the peoples of the #iddle Esat. it is therefore eszential that Great 
Britein and the United States cooperate in strengthening eecn other's respective 
positions in the Middle ksst in erder that, by working with mutasl understanding 
and goodwill, they can niiain the objective of egsisting the economic and cultural 
cevelopnent of tho Middite Zast in s manner which will tend to raise its cultural 
aud genera) econoaic standards to the jenefit of the peanles concerned. 


Lo munt be vuderetood that in ccoperating with each other there is no inten= 
wiGn on the pers ef either Greet Eritein or the Untted Stetes of barring or prevent= 
“ng eny other country from heving free intercourse with the countries of the Middle 
gst for the purpese of contribiting im a constructive manner to their aconomic and 
cultural advence, in fact, contritaticas of this character from other lLikc-minded 
Neuntries would he welcorsd. 
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In the light of the forogoing, it was the expressed vicw of the British 
and American representatives thet in a watter of such impertance to both the 
United States and Great Britain, both Covernaents should endgavor to prevent 
either foreign countries, or commorcial interests, or any other influences from 
making capitel for themselves by playing Great Britain and the United States off 
ageinst ecoh other, Great Pritein and the United States should ench follow 
the general principle thet ench comtry endeavor to strongthen the other's 
position in the Middle Kast on tho basis of mutual respect and cooperation. It 
should be contrary to their respectivo policios for either country to make efforts 
to strengthen itself or to increase its influence at the expense of the other. 


The policy of each Government in the Middle Fast is to lend the other all 
possible and proper support for the attsinnent of the objective referred to above. 
In cooperating with each other Great Britain and the United States should, of 
course, take care not to eabark on policice which will tend to curtail the econonic 
freedom of the countries of the Biddle East, including their right to engage in 
free economic and cultural intercourse with other nations. 


TIX 


The close affinity of british cnd American objectives, and many similorities 
of usthod wero revealed in this rovicw of sociel and economic affairs in tho 
Middle East. Representatives on toth sides considered the salient points which 
emorged from the informal discussions to be as follows: 


a) Solutions to the urgent social and economic vroblems of the Middle East 
along lines compatible with tiestern concepts and ideals would significantly 
influence the politicei orientation of Middle East countries, 


t) The responsibility for the solution of these problens should be carried to 
the fullest possible extent by the Middle Zastern countries thenselves, 
and whenever practicable the United States end the United Kingdos should 


eeck directiy or Indirectly to encourage theses countries to undertake con 
structive activity, 


e) Al) practical support should be given to sound schemes of economic develop- 
ment designed to raise the genaral standard of living in Middle Eastern 
countries, It was vecognized that there are inherent diffimlties in meet~ 
ing the immediate problens of the arse sith euch long term solutions. here 
largo schemes are not yet possible efforts. should be made to encourage the 
eatablishnent of "semple" projects of on economic sise which would serve to 
stinulate Governments to constructive ection at a later date, 


d) All major developnent plans for the Hiddle East should constantly be con- 
sidered by the United States and United Kingdom Governments in the light of 
their respective commitments and plans for economic recovery, reconstruction 

_ and developuent elsewhere, e.go, the Euroveen Recovery Program and British 
Colonial Schenes, | 


0) Pending general adoption and implementation of theCharter for an International 
Trades Orgenization, questions of comercial policy which arise with reference 
to the erea should be dealt with by the United States and the United Kingdon. 
in uccerdance with the principles entodied tn the Genowa Draft of that Charter, 
The two nations have already agroed to act in accordance with the principles 
get forth in the document entitled "Proposals for the Expansion of forld Trade 


end Employment" and are parties to the General Agreement on Tariffs and Trade 
negotiated in Geneva in 1947. 


my 
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It is in the intorest of the countries of the Middle East as well as of the 
United Kingdom and the United Siates for the countries of the Middle East to 
increase thels earnings of dmericen dollera, The representatives of both the 
United Kingdon and the United States accordingly share the opinion thet toth 
the Eritish and American Covernzents should in genere] with due regard to 
established chunnels of trade, pursue policies which would tend to encourage 
on increase in exports from the Middle East to the United States, 
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&) There is an inportant common intercst in the maintenance of conditiong in 

the Middle East which will perwit, the oil industry to function effectively 
end to increase its substantial contribution to the raising ef the standards 
of living in the arsa, Sinilar considerations apply to the develepzent of 
civil air facilities, 


kh) It 4s highly inpertant for the United States and United Kingdon te establish 
by ail useful means at thoir disporel the widest pessible cultural and techni- 
cal links with the countries of the Hiddle East, and particularly with those 
groups who may bo soest influential jn promoting the sound economic and cultural 
development of their countries and the raising of the cultural and economic 
living standards of the population of the Middle East gonerarly.. 


4) The exehangss of information and viewn offected through these inforasl conver= 
pations demonstrated the advantages ond usefulness of euch exchenges; and 
.Similer opportunities for wnintaining close informal contact beinean represene 
tatives of the Goo Covernments on these matters of comoon interest should be 
avaiied of thenever suitable eceasion say offer, 


iV 


Smong the various matters vith regard to which the representatives of both _ 
countries found themselves holding the sume viens vere: 


e) The dosirubility of a strengthening of the Economic Committee of the Arab 
League Counci. to enablic it te function an en instrument of constructive 
collaboration, Any atteapt by the Arabs te use it for undesirable cconomic 
or politicel objectives should be resisted. . 


b) That the eatablishent at this time of a United Haticns regional economic 
organisation in the Middle East wea not favored. 


c) That fullest informal cooperation between the staff of the diplomatic missions 
and consular offices of the United Stetes in the various countries of the 
Middle Kast and the st2ff of tho British Middle East Office as well as with 


the staffs cf the British diplomatic riesions and consular offices should be 
encouraged. 


@) het the present intention of the Iraq Governnent to undortake considerable 

- economic develepuent of that country justifies support. The responsibility 
for ultimate decisions must rest throughout with the Iraq Goverrment, but 
consideration should be given to the most effective machinery to be devised 
to produce quick results, making appropriate use of the projected Central 
Development Hoard and existing edvisory staf? To the extent that the iraq 
Governnent finds external borrowing necepsery for the implenentstion of sound 
Specific projects arising out of its plens, suppcrt should be given to applic 
extion to the International Benk for investment funds; ; 


e) Thet the United States Governnent is prepared at tho request of the Iraqi 
Governnsnt to cooperste with the British Covernment fa affording to the 
Government of Ireq technical cdvice ani aid in devolopment plans. The Brie 
tish Government would welcome such cooperation. 


f) That the belanced development of the national educational systens of Middle 
Eastern countries is of high iuportance, and the Governments of theee coun~ 


triez shovld be encouraged to pay special attention to the provision of 
technical education, . 


gj That tha economic and social conditions of Egypt gave cause for concern and 
justified every appropriate affort, being made to induce the Egyptian Govern- 


nent to underteko a progressive donosxtic Cevelopment vrogram involving full 
use of lecal capital available, 


4) That whilst His Uajesty’s Government were at present thinking in terms of a 
email technical Nile Eoard, tho usefulness of creating a Nile Valley Authority 
which would genuinely safeguard the interesta of all should be further con- 
Sidered, His Majesty's Government vould salcome any observations or suge 


gestions that the United Stetes Covernment may feel disposed to make in this 
connection, 
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fhat in the interim, te offset pepuletion pressure in Egypt and to permit de= 
velopaent in the Sudan, every excouragement shovld be given to the implementa- 
tion of suitable existing schemes for the full utilieation of the Nile waters. 
The feasibility of, end pessitle problems involved in, the provision of dollars 
for financing the Lake Tena project should receive further study. 


That it ia a matter of high importance to keep in closest touch with educated 
epinion in Egypt, as in all Middle East cowmtries, and that the cary filling 
of existing vacsncies in EZgyptien universities with a carefully selected 


United States and United Kingdom steff provides an excellent method of doing 
£0. | 


That & progressive social and economic program in Iran is necessary. "Sanple 
projects” undertaken with the aid of foreimm advisers era of value for this 
purpose. In appropriate cesas support may be givon to wplicaticns for the 
fFinencing of sovnd developxent projects ty the International Bank, 


That further exchange of information is desirable in considering the problema 
of the Anglo-tvanian 011 Company, Arabian American 04) Company, etc., and on 
the mannor in which the oil companies are meeting their problems of employer= 
employee end government relationships. 


That the economic situation of the Levant States indicates the desirability of 
encouraging developuent on a scale commensurate with their resources, This 
area might woll offer good opportunities of initiating "semple projects", 


That pipeline end rofinery activities tn the Levant Hight help in relieving the 
dollar situation end should give some employment to skilled and semieskilled 
dabour thrown out of employment by the departure of the Allied forces. 


That the Levant States should te encouraged to seck a friendly and reasonable 
resolution of their financial difference with the French, Similarly it is 
desirable that the French should be encouraged to adopt a friendly and reagson-= 
able attitude ie this regard. 


That British participation in the increasing commercial activity in all parts 
of Seudi Arebia would be veleoue to the United States Governnent.. 


that if the exployment of any substantiel number of foreign experts by the 
Saudi Arabian Governzent becomes a likely prespect, it might be desirable to 
consider the foreulation of a stunderd form of contract of enploymen*s which 
would serve to protect the interests of all concerned. 


That in view of the conflicting eetivities of the various medical organizations 
in Ethiopia, it would bs desirable if the authority of the Ethiopian Minister 


of Fublic Health were built up and future public health activities put under 
Nis direction, 


“hat the Unived States Covarnment would teke note of the fact that His Ha jesty'’s 
Government, in view of the balance of payment prospects, attached importance 
to the principle that dollars resulting from any doller lean or royalties be 
wede availeble for expenditure without restriction in any currency area, and 


not be confined to payments for supplies, services, etc., provided by the 
United States only. 
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On Friday evening I asked Mr. 
chief news editor of the Associa 
Bureau, to come round and see in order that 
I might raise with him the A. report quoted 
in Washington telegram No. 460 which ascribed to 
British sources the story that the United States 
and Great Britain would collaborate to establish 
a security belt in the Middle East to prevent ~? * 
Russian expansion. 


ackler, the 
Press London 


“ Mr. Hackler promised to look into the 
origins of the story which he told me was a 
composite effort by two A.P. correspondents. 


Mr. Hackler rang me up this morning and 
informed me that the story in question had been 
re-written on the desk in London, and had again 
been touched up in New York, on material 
provided by Mr. Gavshon and Mr. Steinkopf. 

Twe passage in question was based on Mr. Gavshon's 
share in the effort. Mr. Gavshon in the course 
on his researches had seen Mr. Fellowes of the 
News Department and also the War Office, but had 
not ascribedany of his material to British 
Government sources. This ascription, said 

Mr. Hackler, had been written in on the desk 

in the London bureau by one of the sub-editors 
handling the story without any consultation with 
Mr. Gavshon. 


Mr. Hackler maintained that his Agency in 
compiling the story was justified in drawing 
from the facts its own conclusions in regard to 
an “anti-communist security system", but 
admitted that nothing said by Mr. Fellowes in 
any sense justified their pining such conclusions 
on 60 Forei Office or other Government sources. 
He in no attempted to justify this 
attribution in the stofy and expressed regret 
that it had occurred. I spoke strongly to 
him of the irresponsibility, danger and 
unfairness of this sort of practice which he 
made no attempt to defend,and I hope that as 
a result he will issue instructions to preven 
a recurrence. 


This... 


Minutes. 


This method of re-writing and hardening 
up speculative or interpretative stories by 
correspondents is an o1d A.P. habit and I 
understand that there is a standing rule in 
the organisation whereby the New York 
headquarters insist of a source being quoted 
for all their material. We have once or twice 
had to protest in the pas broadly similar 
instances and we have then usually found that 
the ascription occurred in New York. 
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“lldadqe ‘Best: talks. a 


m2 pera? 6 :-Pollowing ‘for. irtent fron anbassagor.. 


‘ney’ Henderson sent for Aion: thik: eer to ask him 
“to ican ae particular attention:.to -a remark made by 
Mr. Marshall at’ his ‘press vconference.. yesterday. Mr. Marshall 


- had been, questioned about ‘an associated. press report dated 


‘Iondon;: 27th. Jantary, which. appeared. fn yesterday's New York 
Herald: Tribune, .text of this ope. 28: contained in my 
immediately following telegram: reply Mr. Marshall had 
‘said that.there was no plan under arb he United States 

in :the Middle Ea'st to prevent. Russ ian. expansion. ‘This reply 
is. bspoblished in todays hewspapers. a 


| 9. Henderson said.that Mrs “Marshall and the State 
Department. were gravely disturbed about this incident, which 
was causing them much embarrassment. . Henderson himself had 
noticed recently an: increasing: tendency in press reports 
from London to hint at existence of an Anglo-d&merican 
‘unders tand ing regariing.the Middle Bast. He himself had 


_onalready been questioned privately. by correspondents about 


cthese reports. The latest .associated | Ss ss report, with its 
 @lear.attribution to ‘British. Government: sources of statements 
concerning “the éxistetide “of? a joint Anglo-american plan to 


3 ceetee. Comtaun ism’ in the-Middie East and,to maintain British- 


American supremacy: ‘in: thé. Mediterranean was, in State 
Depnnent. S view, most regrettable... 


“Be Tt was equally regrettable that Mr. Marshall 
should have been obliged to deny the existence of any such 
plan, since such denials and the appearance of Anglo-American 
disunity thus created could only weaken our joint position 
in the Middle East. But he clearly could not do OMDB N ABE, 
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since! any. puception that. an ‘aboosmeney or . putes. or. | 
understanding“existed, would provoke. enbérrass.ing enquiries 
from Congress and the press and possibly even demands not 
only for its publication but for its registration with | 

the United Nations..It had been understood between . 

Mr. Marshall and Mr, Bevin that no agreement or.even . 
understanding had been reaghed as a result of the’ Middle - 
East talks, but merely that both Governments had béen . 
resented with recommendations which anbetaneany: eoinetded 
(see your letter ‘of: December 15th), | 7 


4, The State Department felt steely ee any talk 

whatever about our having a joint programme. of action 

in the Middle East was to be deprecated, particularly when, 
as inthe case of the: associated press’ despatch, it could 

be: twisted to serve the’ ends of Soviet propaganda against 
Anglo-American imperialist designs. This was, above all, | 

a case for acts and not words, and the world should be léft 
to deduce the identity of our policies in ‘the Middle East 
solely from the unfolding of our actions there. ' The State 


- - Department were continuing to take the most stringent 


precautions to safeguard the secrecy of the documents | 


relating to the Middle East talks, which excepting for. the 


'. economic records, had not been included in any of the State 

~ Depdrtment archives but were kept in Henderson's private. 

safe. He assumed. that,we were taking similar precautions. 

_.: He also asked’ that’we should,’ if: possible, always refrain | 

from’ making ‘any. mention Of the Middle-East talks in.’ | 
ae communicated: to. the ‘State Departesntte a. 


aie as By ‘Meanwhile, Henderson ‘dsked that you should be 
dbrormea at once of’ the. State Department's concern Over this 
latest apparent leakage from London which, he feared, might 
not make it easier for ‘the ‘State, Department: to énter into | 
further conversations with us on, the model of the Middle — 
East talks. (Although he made no mention at this point 


. of the .proposals in: oe Offtee. meta shed: be may well 


“have had them. in mind). 


ne Se I should: ‘be ‘ayatéeiil for any sghegsaaiae you 
 Gould.send me aS soon as possible about. the genesis of. . 


eves associated press report, and should naturally renege. any 


reassuring message. you ould authorise us to give $ 
' Henderson. In. response to any enquiries here we. “da? 
take line that we-are in close.and constant touch. with, 
State Department on. all. matters, of common concern, tp. our 


oh ty. Governments. — 
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IMMEDIATE | 
My immediately preceding telegram. 
Following is text of Associated Press report. 


Foreign Secretary Ernest Bevin has begun talks with 
Arab leaders on Middle East problems including What British 
Government sources said is a programme for an anti-Communist 
security system in the Arab world. They forecast that 
American and British military strategy eventually would be 


involved. 


The informants expressed belief that Mr. Bevin's 
fear of Soviet ambitions in the Middle East would supersede 
@wish-Arab problems in Palestine. They Said he is trying ~ 
o Set up a bulwark against the effects on the Suez Canal 
of a possible guerilla victory in Greece and on British- 
' American supremacy in the Mediterranean. 


The sources said the move is pe of a plan evolved 
by the British Foreign Office and the American State 
Department. . 

First step, they Said, was revision of: the British- 
Iraq treaty arranged earlier this month but not yet 
ratified. 

Current talks with Trans-Jorden leaders. represent 
the second step. Other talks on possible new British 
treaties are rcpu.ted planned with Saudi Arabia and 


emen, while a resumption of the ruptured British- 
yptian treaty revision negotiations is Said to be imminent. 
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MARSHALL PRUSS CONFERENCE 


“IASHINGTON -- Secretary of State Geor,;e C. Marshall told a press 
conference on January 28 that devaluation of the Prenchfranc was consistent 
with the jeneral azreement of the 16 ERP nations to stabilise their currencies 
and budctary positions and that the move would not mve any effect on ERP 
requirements. 


The Secretary said there had teen a misunilerstaniin,; of the 
objections to tho move in Dritain and by the International Monetary Fund. 
These objections, he said, were based on the technical methods of putting 
devaluation into cffect throush different values of the frane and its use for 
exports. He said that he could not discuss the technical details but the 
move would have no effect on the BRE itsclf because the pro:ramme was based 
on commodities and dollarse 


On other aspects of ERP, the Secretary said he favoured authorisation 
by Congress of the full 6,800,000,000 dollars requested by the President for 
the first 15 months of the Pro7;rammc. He noted that the reduction of the 
sum in the President's budzet to 4,500,000,000 dollars had been made by the 
Budet Bureau in estimatin 5 actual payments for soods and services during the 
next fiscal year. 


The Secretary explained that requirements for the first period of 
ERP called for commitment of the full amouyt but that some of it would be 
spent almost immediately, some during the next fiscal year and some contracted 
for but not paid for until later. He expressed general agreement with the 
Proposals of the Lrookings Institution and Benard Baruch for carrying out 
the Projramme, tut declined comment on Mr. Daruch's suggestion of UseSe partici- 
pation in a Buropean Defence Union. He said that the sist of British Foreign 
Minister Yrnest Bevin's proposal for a Western Europe defence pact had been 

A communicated to the Department before Mr. Bevin announced the proposal. 


The Secretary announced that the Department was considering. Soviet 
proposals for concessions in Austria, including two-thirds of the oil production 
assetse Hoe adied, however, that no date had been set for a meeting of the 


Deputy Forci.3n Ministers to discuss these proposals or to conclwie a treaty 
with Austria. 


ae On Germany, the Seerctary noted that French concern over the 
adminis tration of the bizonal arcas had resulted from press statements by the 
UeS- Military Govanor, General Lucius Clay, but believed there was complete 


understandin; now. He said the Department had not yet received a formal 
draft of the bizonia are2ment. 


(over) 
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Replyinz to questions on Palostine, tho Socretary said the United States 


was not at this timo considering any modification of tho embargo on sending arms 


to tho areas .skod if the United States was concerned with the impact of partition 


on the Arabs, ho said the U.S. position was in support of the United Nations, 


Tho Seerctary said that thero was no plan for ostablishin? a "security 
bolt" in the Middle Fast and‘said ho had no knowledze of a reported azroemont 
bwteon Britain and Transjordan for the latter to take over part of Palestince 
” dsked if any U.S, citizons had been evacuated from tho area, ho said that the 

‘wives and children of some officials had loft, 


- APtor his conference the Dopartmont made public the following 
outline of the Soviot proposals on justia: | . 


"Tho Soviet proposals on German assots have boon receivéd from the 
Secrotariat of tho Council of Foroimm Ministers, They include Soviot claims 
for concession rights to oil production areas in Austria cquivalont to two~ 
thirds of the total production of o113; concession rizhts for oil prospecting 
equal to two-thirds of all undeveloped areas in Eastorn Lustria; refinine 
capacity capable of producing 450,000 tons of crude oil por year; and all 
undertakings in the distribution of oil products now controlled by tho Soviots, 
The concession rizhts aro to run for 50 years. 


"In addition, the Soviots claim assets of tho Denubo Shipping Company 
located. in: Hurigery, Bulgaria and Rumania, and a.25 por cont sharo of the assots 
of tho Company: locatod in justria, In lieu of all other claims -— or former 
claims to assots located in justria — the Soviets propose a lump sum payment 
of 200,000,000 dollars payablo within two years in freoly convertible currency. 


"With rogard to the property transfers to tho Soviot Union, the 
Soviets propose that property rizhts shall not bo subject to alionation and that 
economic onterprises under thoir control shall bo pormitted to oxport profits 
or other incomo either in the form of products or frooly convertible currency, 
The property transferred to the Soviet Union shall bo freo of all obligations, 
and any disputes arisins from the operation of the onterprises shall be sottled 
bilaterally botweon the Soviot Union and Lustria, 


"Those proposals are now under considoration in the Department of 
State, | 


"No date has boon sot of the meetinz of tho deputios to discuss these 
proposals and to conclude tho sustrion treaty." s 4 
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ACHESON, LAFOLLETTE URGE ERP ADOPTION 
WASHINGTON -- Mr. Dean .choson, formor Undor Secretary of Stato, 
and former Senator Robert M.LaFollette Jnr. added thoir voices on January 28 
in support of lezislation to authorise U.S. participation in the European 
Recovery Prorsramme, yw gm oe a AS ae 
(more) 
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Mre Acheson, a member of the Executive Committee for the Marshall * 
Plan, a private croup of influential citizens, told the House Foreizn Affairs 
Committee that an economically sound and more unified Western Europe would 
bring about a situation more favourabl2 for azreement with the Soviet Union 
on both European and other matterse ? , 


Testifyin; before the Senate Forci-in Relations Committec, Lafollette, 
former leader of the Prosressive Party in the State of ‘Tisconsin, emphasised 
that althou:h Western European nations have taken encoura.;ing steps to curb 
inflation and lay the :round work for recovery, "nothin: the United States can 
do will be effective unless the Europenns. do much more," 


Mr. Acheson said that two facts of Sovict policy must be recomised; 
"The first is that the Soviet Union accepts with complete realism a strong and 
‘stable situation and adjusts its policy accordin ly. The other is that ths 
Soviet Union, with equal realism, accepts the orsortunities offered by weak 
and unstable conditions wheth:r they result from defcat and occupation or from 
the exhaustin.; of an ally." 


In view of this, Mre Acheson- continued, I am convinced that with a 
recovered self~supportin; and increasin:ly unified ‘estern Rurope, there will . 
come improvement in the relations betweon the Sovict Union and the Test, 
includin.; the United States, not only in respect to European problems, but in 
respect to other questions which now appear to te insoluble, 


"Tl am equally convinced that with the erumblin; of the economy of 
Vestern Europe will come increasing, impairment of American security and quite 


possibly the development of situations which will hazard maintenance of 
international peace": ; 


. Mir. Acheson was firm in his support of the President's reconmen dation 
for a 6,800,000,000 dollars appropriation as the initial UeS. contribution 
toward ERP if the aid is to be for the avowed purpose of ,recovery and not merely 
continuing relief. Also, he maintained, a cut in the proposed initial appro= 
priation misht lead to givin; of less assistance by sources other than the UeSe 
Treasury. He pointed out that the International Bank mi,;ht hesitate to make 
loans to ERP countries if chances of repayment are not sood. 


First objective of ERP, Mre Acheson said, is sclf-support for the 
participatin:; countries, "But the more permanent results of success are even 
Greatere For ERP may well. Frinz about the economic inte:ration of Testern 
"“urope and alon-: vith that a Great measure of political union, This con 
clusion is not the conclusion of an American telling Europeans what to do. 

It is a conclusion that the Europeans have already reached, * 


; Mr. LaPllette, who served on President Trumants Committee on Foreign 
Aid headed by Commerce Secretary ‘J, Averell Harriman, also made the point that 


drastic curtailment in the Proposed UeS, contribution to ERP could change 
the character of the aid to relief, 


(over) 
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Mr, Lobllette said the conclusion that the Unitod States should 
launch the Aid Prosramme is based upon the belief "that its objective is nearly 
as important as was the defeat of Germany and Japan in the war" and "that there 
is a good chance of achieving its objective with the means at hand." 


The former Sonator said he was convinced "that both the Interim sid 
now beiny supplicd and, rbove ell, the hope that an effective rocovery proramme 
would be launched, played a larze part in strensthonin> the morele of the 
moderate parties" in Westcrn Europe, Tho vower of Comrunists to disrupt pro- 
duction throush their control of orsanised labour "will be rapidly weakened" 
if European consumers are relicved of the threat of violont inflation, ho added. 


Pointins out that tho volumo of outside assistanco rocommonded for 
ERP would amount to only about six per cent of national incomes of ERP nations 
in the first year, LoFoletta said the recovery cffort must be mainly a European 
one and "only the “iuropeans can save Europe." 


"If Hurope is to be saved, Europesns nust act viszorcusly to brine 
inflation under control in ways that arc well understocd but far from painless," 
Mr, LaFcNette stated, Tho needed anti-inflation steps, he said, "are not 
practices invented by americans, but are those which European countries then 
selves determined at the Paris Conference to be necessary, Indeod, this 
Single, unificd cffort to put Europe's houso in order is tho first treat achiove- 
ment of Secretary Marshall's proposal." 


Mr. LaFolictte elso called for sounder oconomic administration in 
Western Germany so that German resources can be put to more cffcctive use both 
for German recovery «nd for Western Europe as a whole. He contended that nocded 
currency roforms in VJostern Germiny have been vostponed “in an attempt to secure 


the azreement of the Kromlin," as sn occupyins power also responsible for Gorman 
oconomny’. 


Mr. LaFollctte was invited to appoar before the Senato troup asain 
on Jonuary 31, 


fhe House Comaittee also heard Mr. Herbert He Schell, speaking for 
the Nationel Association of Menufacturers which represents 85 ver cont of theo 
productive manufccturins canacity of the country. He said NAM cndorses the 
purpose and objective of ERP but is concerned that cortain safo7tuards be devised, 


Mre Schell said his organisation soos ERP as "primarily a production 
problem"and that achievement of production soals should te a considerntion in 
the granting; of U.S, sid. Mrs Schell's reccumendations included, in addition, 
stipulations that sound fiscal policies would be followed by ERP countries, that 
they work toward free intornational payments, make reasonable use of their own 
realisable sold and forocim exchenge assets, and thet, insofar as practicable, 
U.S. aid should be extended to private connetitive enterprises in recipient 
countrics, 


Mr. Scholl said NAM clso believes "Eurcpe should procuce more and 
experinent less. Information is comin; to us daily indicatin: that industrics 
which have been nation2lised recently are operating at a loss. We cannot 
efford to have our 2id subsidiso these losses," 


(more ) 
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Under guestionin;; by Committee memhcrs, lr. Schell said American 
Lusiness does not fear competition from a stron,: Europes He said the 
International Trade Or. ;anisation is essential fcr achievement of lon,;~ranze 
ERP  ;0als and that ITO would accomplish much over a lon’; pericd of time but 
it must preceed slowly. 


Durin;; his tsstimony before the House sroup, Mr. Acheson dicressed 
to read the recent statement of “ritish Forein Minister Ernest Levin to 
Parliament concernin;; the neod for European unity in the face of Soviet as: cres~ 
sive policies. ifr. Achcson said he considered the stniement exceedingly 
important, and sus ested oll Committee members read it. 


(ADVANCE MAT™RIAL: Please do not release before 1800 GMT Friday, 
January 30). 


ROYALL HOPEFUL FOR U.N. AND ERP BUT UPHOLDS ARMY NE UDS 


BOSTON — In what wes mainly an appeal for public suppert for 
adequate UeS. military establishment, Aymy Secrotary Kenneth C. Royall on 
January 30 hopefully descrited the Unitcd Nations and the European Recovery 
Prosramme as "converzin~ paths" to peace. 


Mr. Royall addressed a luncheon meotin; of the Loston Chamber of 
Comaesce, urging; stronzer public support for military rocruitmont efforts for 
both uniformed and civilian activitics of national defence. © Ho said in parts 


"Ye still hope and believe and intend that it will suecced. But 
as cf present time, the efficacy of she Unitca Nations is “reatly hindered 
by the lack of co-operntion of one particular -soup of countrics, 


"Je also look tc the European Recovery Plane The importance of its 
oc: jectives cannot be over~-estimated. but these results are still in the future. 
Ye cannct now rely solely on this fcr preservation of p-ace. Today, the 
clearest sinzle path toward peace is adequate military defence." 


The Army Secretary said the existing military establishment would have 
to be much larser, except for the influences of the United Nations and ERP, 
addins: "But even with these influences for peace, wo must still have an 
Army, and Air Fcree stron; snou-h to detor asiression from totalitarian nations." 


He repeated that "push-button war" is still a lon: way off, 
maintainin’; that an even -reater number of traincd personnel than ‘Jorld ‘War II 
required will be necded in the event cf another war. 


Mre Royall ury:cd his audience not to withhold criticism of any 
executive department but rather to make such criticism constructive, so as to 
encourase rather tian ‘iscoura;e popular participation in various naticnal 
security activities. 


(Precedin’; material releasable at 1800 GMI, Fpiday, January 30). 
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CHINA PROMISES SELF-HiLP FOR U.S. AID. 


WASHINGTON -- Tho Chinese Government, in a statement released 
in Nenkin:; and at its Embassy here, promised "an adoquato and yractical 
prozramme of domestic moasures of solfhelp" if proposed U.S, aid is extonded, 


The Chines statement recalled an announcement by the U.S, State 
Department to submit a proposed China eid provranme to Con ;ress, in response 
to Chinese requests, end pledzed domestic efforts to strengthen the monetary 
system, improve sovornment efficiency and enccuraze sreater industrial md 
azricultural production, 


"The Chinese Governnent fully recomises that in order to secure 
the maximum benefit from external cid an adequate and practicable prorannme 
of domestic measures of self-help is needed", the statement said. "This 
programme should at tho bosinnin= Lay stress on finonceinl and economic 
measures of immediate importance which will be followed or accompanied by 
certain other reforms in the fields of senceral administration and military 
reorgenisation, " 


4t a press conference on January 27 U.S. Seocrotary of State 
Georse Ce Marshall was questioned about the 10=point proszrammé specified 
in the Chinoso Governmont statement, and Mr. Mershall said that it would be 
taken in consideration, He siid the proposals for aid to China had cleared 
the U.S, National Advisory Council for Internationel Finenee, and were now 
before the Budzot Buroau, after scrutiny ty the Budcet Bureau, ‘the proposals 
are scheduled to 70 before Con7ress, 


MR, _VANDENEERG CALLS ERP INDISPENSABLE TO U.S. SELF-INTEREST 


WaSHINGTON -- Senator Arthur H, Vendenberz, U.S, Sonato President 
and Foreizn Relations Comnittcoe Chairman, said in a lsttcr to the Council for 
Social ction of Conzrozational Christian Churches of the United States that 


the proposed European necovery Pro ;ranme is "indisyonsable to national welfare 
and national security." ; 


"There can be a wide field of levitimate debate over ictail because 
we must take overy statutory cffort to be surc that maxinun self-help in these 
16 European countrics results from our co-operation", Senator Vandenbor 3 wrote, 
"but the basic concept is irresistible if Christion ctvilisction is to be 
maintained under indopendont governuonts amon> 27,000,000 people on the wostern 
rim of the Soviet iron curtain, 


"In ny view, this is the pratvable wey to maintain a stuble peace. 
I have one overw-ridin; desire — to stop World Wer ‘Ley Jon, before it starts, 
I have another -—~ to provent the isolaticn of the United States in a Communist 
world, " 


(more ) 
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EUROPE'S ON RECOVERY SFFORTS SUM‘ARISED FOR CONGRYSS 


TTASHINGTON ~~ Participatin;; countries in the Committce of European 
Economic Co-operation already have made “considerable progress" in fulfilling 
commitments made at the Paris Conference last August, Congressional Commititees 
considerin;; European Recovery Pro,;ramme lejislation were told om January 28, 


A detailed summary of the efforts made by cach ccuntry and the 
results achieved was prepared and submitted on request to toth the Senate 
Foreijn Relations Committee and the House Foreign Affairs Committee. 


CEEC confcrecs, the report said, had sousht increased international 
economic co-operation, anl self-help and mutual help on problems of production 
and financece Observin:; that such action must depend upon the initiative of 
participatin; countries themselves, the report said: 


"As the following record shows, they have already made considerable 
prozress and laid a foundation for further developments which should produce 
significant resultse The ki-copean Recovery Prosramme, if adopted, will assist 
and enccurage this common European effort tremendously." 


Much of the report repeated previous, although picce~meal, testimony 
of Europe's own recovery efforts, but Consressional leaders had requested a 
completc, over-all statement of what was boin;; done by each CENC country. 
Gist of the report follows: 


Ae INTER EUROPEAN PAYMENTS ARPANGEMENT 


As aresult of the Paris Conference, and subscquent technical 
discussions in London ani ajain in Paris, Bel iun, Luxembourg, F,ance and 
Italy and the Netherlands last November 18 simed a miltilateral compensation 
agreement which provided for a monthly offset throuzh the orld Rank for 
international settiencnts of payment balances of each contractinz country with 
other contractin;; countriese 


First clearin;;s at the end of last December were of a limited extent 
but demons trated the technical feasibility of the new mechanism, The November 
agreeme:.5 was left open to other CEEC nations, either with full or occasional 
participations Denmark, Norway, Sweden, United Kin;;don, and Austria thus 
far have indicated occasional participation, Consideration is being given to 
participation by the U.K.-U.S. zones of Germany. 


Be CUSTOMS UNION STUDY.GROUP 


. Thirteen of. the CEEC countries decided to establish a study group to 
examine the question of formin.; a customs union amon any or all of them, with 
a standing invitation for others to join in the work. 


New Zealand, South Africa, and India sent observers. Those sending delegates 
incluled Austria, Belgium, Dermark, France, Greece, Iceland, Italy, Luxembourg, 


Netherlands, Portujal, Switzerland, the United Kin ;1om and Turkey, and Ireland. 


(over) 


Psa a 4 : Fourteen met to consider 
possibilities in November at Brussels, and Norway and Sweden, Canada, Ausiralia, 


e 


sata 


@ This Conforence appointed a tariff committce which issued a 
questionnairo to all participatins countries, answors to which form tho basis 
for the preparation of a model common tariff, common nomenclature, choice of 
import erie and. evaluation of merchandise. 


<n additden to tho project for a general European Customs Union, 
Sevoral rezional undertakinzs are under consideration, Thoso include four 
Scandinavian countrics (Donner k, Iceland, Norway, and Sweden) which are examin- 
ing possibilitios for dnoroased. economic co~oporation amon;, thomselvos. ~ 


France and Italy are givin, full considoration fe the Joint 
Commission's recommendations for not only a customs union but full oconomic 
union, into which other Europosn countries would bo invited, 


Tho Benelux (Bel giur-Nothorlands-Luxembour3) customs union was 
initiated beforo tho CEEC Paris Conforcnee and wont into force on January L$ 
it has sorved as a model for study by other CEEC mombors. 


Greece and Turkey aro preparins ie own PP epee for joint 
discussions lookins toward customs union. 


Ce FINANCIAL AND MONETARY STABILITY 


CEEC confercos azreed at Paris that recovery deponds on financial 
and monctary stability and member nations since have made offorts to restore 
or maintain such stability, as illustrated by the examples of Italy and France, 


Italy has taken drastic le*tal measures to curb inflation and has 
instituted monetary roforms contributin: to ostablishnent of a realistic 
oxchango rate. 


France, althcugh besot by a deusulbuatieed strike wave in 
November, likowise has undertaken anti~inflation moasures ond basic fiscal 
roforms, includins severe credit restrictions ond revaluation of curruncye 


De MANPOWER 


CEEC mombers sot up a manpower comnmittoo to study mutual and 
soparato lebour needs and to facilitate the free movement of porsons for 
transfor of workers betwocn countries, Italy is sponsorinz a conforonce 
on manpower, with international observers invited as obsorvors. 


Ee PRODUCTION EFFORT 


CEEC members sot cortain production foals to be roachod by L5Ls 
but attainment of goals depends in varyiny dozroes upon an increased supply 
of raw matorials, Within the limits imposed by Shortages, sitnificant 
prosress has becn made in three important fiolds, 


The Unitod Kinzdom has increased coal production to a level where 


it ei beon possible to resumo exports. Ruhr coal production has increased 
notably. 


(more) 
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France has incroased. breadesrain acrearte considorably, both at 
home and in North i.frica.e 


Germany, France, Belgium, Luxombour;, and Italy have achievod 
substantial increases in stecl production, althoush stcol output in the 
United Kinzdom last year was slishtly bolow that for 1946, 


F, CBEC PARTICIPATION IN ECE 


CEEC conferees rosolved at Paris to utilise to the fullest 
possible extent cxistin; international machinory in thoir recovery efforts, 
with particular referonce to the Technical Committeos of the United Nations 
Economic Commission for Europe, 


ECE Committces themselves already have made »vrozress in a wide 
ranyze of economic preblems, The Coal Committee allocates coal. The 
Fortiliger Sub-Committee is plennins increased output. The Timber Sub- 
Committee will scek more lumber, otc, 


amon mest simmificant ECE achievements has been the work of the 
Inland Transport Committee in restoriny mutual internetional cxchanze of 
goods wagons and facilitating continuous passige across borders by hivhway 
lorrics, 
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FRENCH-ITALIAN UNION DISCUSSED WITH 12. LOVETT 
A EL AR A Se efinesneatine step satomt 


WASHINGTON == French jmbessador Henri Bonnet and Ttolian Ambassador 
iilberto Tarchiani on January 8 discussed with U.S. Under Secrotary of State 
Robert Lovett an official report of the joint Fronch~Italian Committce on 
the possibility of oconomic union of France and Italy, 


Mr. Bonnet said aftcr seein Mr. Lovett that the report implies 
"not only a customs union but a plen for cc-ordination of industries end 
agriculture for better distribution of labour and zoodse." He explained, 
however, that it was only the Noreparatory work of a mixed commission of 
experts", Formel discussion of the report will bevtin between the two 
Governments immediately, ho added, 


Mr, Tarchiani said the report had been woll reccived by Mr. Lovett 
"as evidence of the soodwill of at lcast two European countrics to hel» 
themselves." Study of an economic union had been initiated at the Paris 


Conforence last Jusrust of the Committco on Furopesn Economic Co-operation, 
he oxpvlainod. 


Mr, Bonnet elaborated; "Je azrce that this is a nost important 


development showin= what European countries can do to help themselves within 
the Marshall Plan," . 


Mr, Bonnet said he and Mr. Tarchiani had discussed with Mr. Lovott 
possible moans of extendin the projected Fronch-Italian economic union to 


other countries, "especially to our friends of Bonelux" (tho Belgiun, Nether~ 
lands end Luxembourg Customs Union, ) 


(over) 
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SAAR COAL DECISION AFSTRMED DY U.S. 


WASHINGTON -~ A UeS. State Department spokesman on January 28 
confirmed Geneva reports of the U.S.-U.K. acreoement extending French control 
over coal production in the Saar Valleys 


The understanding, communi.ated to the European Bconomic Commission, 
provides that France shall reecive jnereasing: quantities of Saar coal production 
up to the total output by April 1, 1949. Startins; next April, Saar coal 
mined will be included in French production estimates by the Commission's Coal 
Committece , 


Until now, coal frem the Saar basin has beon allocated among consuming 
countrics in the same manner as that frcm the Ruhr district. | France had teon 
setting; only a small portion of Mined Saar coal. Under the now azreement, it 
is expected France will continue to allocat? most ‘of the Saar coal for other 
European nations but will pay for its orm consumption in France instead of 
dollarse 


Action is expected, accordin;ly, to reduce uneconomical French 
»nurchases of coal from the United Statcse 


ITO COMMITTEE MODIFIES MEMPERSHIP RUL™S 


HAVANA <- An organisation committee representin,; all 58 delegations 
at the United Nations Trade ond Employment Conference, here to set up an 
International Trade Organisation, met on January 28 to consider moans of placing 
the proposed Charter in effect, provisions for amendment and review of 
decisions, and its application to territories and trustecship. 


The Committee approved all but two articles, after some amendments, 
for ITO memsersnip qualfifications. To spur promt a‘herence by all 
participating nations, it was decrezd that "Yorijinal members" must ratify 
the Charter within a period to be specified lator. 


Amon;; provisions still to be approved are those dealin; with 
subsequent applications for ITO membership and admittance of separate cus toms 
territories whose diplomatic relations normally are contucted by external 
authorities. ItaLy proposed a distinction between the freo Territory 2) a 
Trieste and other United Nations trust territorics. 


Mcanvwhile, the Confzrence Seerctnriat egan reduction in porsonnel 
in'an attomt to hold the prolone1 session within the budget provided by the 
United Nations, while conferees themselves strove to conclude the prosent 
mecting by the middle of Pobruary. Orijsinally, it was scheduled to adjourn 
on January 15 and no additional funds can be mide available before the U.N. 
Budet Cormittee holds its next meetin; in March. 


(morc) 
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The Secretariat issue a report on Jenunry a) sayiny completion 
of a world trade charter wus "in sicht", Jnd U.S, Chamber of Commerce 
President Harl 0. Shreve, after on cbservation visit here, said on his . 
departure he was confident the discussions would vroduce a world or“anisation 
worth supporting. 


"While it won't be everythin; we'd like,"ho told reporters, 
."$t should constitute a real forward step toward working out the kind of 
mitilateral world trade orzanisation that the Unitod States wants," 


MR, TRUMAN SIGNS SOUTH PACIFIC. zGREEMENT 


WASHINGTON ~- President Harry S» Truman on January 28 si-mod the 
arreenent ostablishinz the South Pacific Commission which was set up at the 
South Seas Conferonce at Canberra in February, 1947 to promote the economic 
and social advancement of South Pacific territorics, 


Althouch the Commission has no orsanic connection with the United 
Nations, it is established by ,ustrolia, New Zealand, the United Kingdom, 
France, the Netherlands end the United States to carry cut their obligations 
es members of tho United Nations with respect to non-self-zovornin; 
territories, The atroement provides for two auxiliary bodios: the South 
Pacific Conference and the South Pacific Research Council, The Commission 
will have temporary headquarters. at Sydnoy. 


GREEK ATD UPHELD IN COM TTER REPORT 


WASHINGTON == Althouzh holdins Greek leaders themselves partly 
rosponsitle for the prolonzed crisis in Greece, 2 U.5, Contressional Sub= 
Committee report on a study of conditions there has recommended continuation 
of U.S, assistance to thet ccuntry. 


The report was issucd on January 27 by a sut-zroup of the House 
Select Committee on Foreign Aid, popularly known as the Herter Committec,. 
Menbors of the subcommittes were amonx the committee personnol who toured 
Europe, including Greoce, last summor, 


Amon: other conclusions, the report said: 


"The United States withdrawal from Greece would sreatly weaken 
determination of constitutional forces resisting Communism elsewhere," 


U.S aid to Greece from o11 scurces thus fer, the roport said, 
has totalled 876,500,000 dollars, On the administration of the Aid 
Prosremme,the report said: 
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"The Committee telieves experience gained in Greoce should be of 
value to Conress durin; its consideration cf future pro :rammes which may be 
submitted to it. The UNRRA ecncept cf administr-tion should be avoided, The 
UNRRA prosramme in Greece created a false impression among Greeks cf an 
unlimited horn of plenty which could be dravm upon ot will, 


"Administration of ¥xport-Import Hank credits has teen considerably 
more efficient. As a further contro], a foreizn trade administration has been 
established, on the advice cf the Grisweld (U. S. Aid Administratcr) Mission, 
to provide a thorough screcning of all imports, including; those purchased 
with private fundsee.s. 


"The UeS. Aid Mission rocoznises the Lasic principle that forcign 
aid is a contriktution to th; tctal pool of resources available in a recipient 
country and that efficiency in the use of this total »pocl is a real measure 
of whether or not the aid supplied will aciieve the basic purpcse of ultimately 
re-establishin;; economic self~-support." 


The repert said tho juerrilla uprising in the Nerth deminates all 
other racters in the Greek crisis, and continucd: "The Grek Governrent and 
Gene al Staff must te censidered responsible for past failures te take all 
availatle measuros to eliminate the sucrrilla forces," 


The sut~commit tee also held the Greek Government r:sponsible in part 
for domestic inflation, but cited as ad“ itional factors Nazi and Communist efforts 
to overthrow ccnstitutional -zcvernment, excessive population, infe-tile land,. 
and war destruction and disruption of exports. 


The report asserted, however, that the Greek Government now is 
coming tc srips with its problems by initiatin.; badly nerded reforms , 
although the sut-sroup questicne’? the lon+ran:e wisdom cf harsh anti-strike 
laws, saying “evils which may result from such sweepin:: abrosation cf civil 
liberty may outweish any wessible uscfulness of this tesislation in meetin: 
the threats of current civil wr." 


Greck recovery will te facilitated, it was s.id, ty economic restora- 
tion of Germany, which acccunted for the Lulk of pre-war fcrcijsn trade. Cther 
economic mensures suzy :cested in the report inclwiea vreater output and use cf 
lignite (brown coal) and hydrc-clectric pewer tc conserve foreign exchanse by 
reducin coal imports, mineral rescure2s develo.»mont, asricultural develo ment 
utilising indisenous raw matevinls, and outlets for surplus pooulotion. 


WHEAT CCUNCIL SE"KS ICRLD WIDE ACCORD 

EN 

WASHINGTON -- Representatives of 35 nations met here cn January 28 
at the invitation of the International “fheat Council tc continue ne sotiations 
for an international wheat acreoment “hich vere begun at the International 


Wheat Conference in Lcndcn last ifarch and April. 
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The London Conference drew up a proposed asreement which failed to 
attract the support of seversl of the countries, including Arventina and 
Great Dritain, one of the largest producers and one of the larzest consumers, 
respectively. One of the chief issues was the problem of prices. 


&t the mectinz; on January 28 an eicht-nation stccrin:: committee was 
named. to examine the difficulties blockin> an international wheat accorde 
Countries included on the Committee werez Australia, Brazil, Canada, France, 
India, the Netherlands, the United Kin dom and the United States, 


gentina, a member of the ‘wheat Council, was represented at the 
initial session, Ar zentina was op>ose1 to the price formula proposed at Londone 
The Soviet Union, not a member but invited, was not representede 


Non-members represented by observers were: Pakistan, Iran, South 
Africa, Sweden, Switzerland, Philippines Republic, Finland and Afchanistan. 


The Council was ostablished in 194.2 to administer certain provisions 
of an interim international wheat agreement and to facilitate neotiations 
for broader accord followin; the wan 


Chairman of the current mectinz is ir. L. A. “Sheeler of the UeSe 
Agriculture Department. Chairman of the UeS. Delezation is Mr. Norris K. 
Dodd, Under Scerctary of Asriculture. . 
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